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TESTIMONY OF DAWN M. HIPP
FOR
THE OFFICE OF REGULATORY STAFF
DOCKET NO. 2004-259-S

IN RE: BUSH RIVER UTILITIES, INC.

PLEASE STATE YOUR NAMIE, BUSINESS ADDRESS AND
OCCUPATION.

My name is Dawn M. Hipp. My business address is 1441 Main Street, Suite 300,
Columbia, South Carolina 29201. I am employed by the State of South Carolina
as a Project Specialist in the Water/Wastewater Department for the Office of
Regulatory Staff (“ORS”).

PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND
EXPERIENCE.

I am a 1992 graduate of Moorhead State University where I earned a B.S. in
Political Science.

I have over eight years of experience in hazardous waste regulation. From 1996 to
1999, I worked for Laidlaw Environment Services in Saukville, Wisconsin, as an
accounts receivable supervisor and then as a facility accounting supervisor for

Laidlaw’s Government Services Division. In this role, I facilitated electronic

THE OFFICE OF REGULATORY STAFF
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commerce including EDI transfer of order and EFT payments with customers. I
also developed, implemented, and enhanced government billing and waste
tracking systems. From 1999-2003, 1 worked for Safety-Kleen Corporation and
Clean Harbors Environmental Services, Inc. in Columbia, SC as an operations
manager in the Government Services Division. In this role, I managed the
financial, operations and all regulatory aspects of field offices nationwide serving
Department of Defense hazardous waste removal contracts. I was accountable for
the viability of 14 government contracts yielding $12 million in revenue annually.
In September, 2004, I joined ORS as the Program Specialist for Water and
Wastewater Department.
WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS
PROCEEDING?
The purpose of my testimony is to set forth the ORS staff findings and
recommendations on the amount of additional operating revenues that would
result from the implementation of the schedules of rates and charges proposed by
Bush River Utilities, Inc. (“BRUI”). Specifically, I will focus on BRUTI’s accounts
receivable/collections practices, business structure, and financial assurance
requirements.
ARE THE FINDINGS OF YOUR REVIEW CONTAINED IN THIS
TESTIMONY AND ACCOMPANYING EXHIBITS?
Yes, my testimony and the attached exhibits detail my ﬁndiﬁgs and

recommendations.
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Page 3
PLEASE EXPLAIN HOW YOU COMPILED INFORMATION FOR YOUR
TESTIMONY AND EXHIBITS.

I used ORS audit results, information provided by BRUI in its Application and
Data Request response and information on file with the Public Service
Commission. Using this information, I determined the amount of additional
operating revenues which will be produced by BRUT’s proposed rates. I also
reviewed audited financial statements and Public Service Commission approved
performance bond documents.

PLEASE EXPLAIN EXHIBIT DMH-1 OF YOUR REPORT.

Exhibit DMH-1 is a brief schematic summarizing the relationship of the three
wastewater utility companies that are jointly owned by Mr. Keith Parnell and Mr.
Charles K. Parnell. The companies are Development Service, Inc. (“DSI”), BRUI,

and Midlands Utility, Inc. (“MUI”). BRUI collects wastewater from 34
commercial customers and one wholesale customer, DSI. This wastewater is
treated at BRUI’s biological treatment system and discharged into the lower
Saluda River. DSI collects wastewater from its customers and discharges this
wastewater to the BRUI wastewater treatment facility (“WWT ). BRUI is
authorized by the Commission under Order No. 96-44 to charge DSI for treatment
services. DSL, in turn, charges its customers for wastewater collection.

While MUI is not physically connected to DSI or to BRUI, all three companies
share common ownership, purpose, staffing and inter-company utilization of

assets, expenses and equipment. A merger of the three companies into one

THE OFFICE OF REGULATORY STAFF
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company could produce cost savings and provide efficiencies of scale to benefit
the customer.

PLEASE EXPLAIN EXHIBIT DMH-2 OF YOUR REPORT.

Exhibit DMH-2, pages 1 through 3, sets forth a summary of the services provided

by BRUI and the Business Office Compliance Review completed by ORS. The

Business Office Compliance Review consists of a review of BRUI's office

records to determine compliance with Commission rules and regulations. This

review showed BRUI currently provides adequate wastewater collection and
treatment service to its customers.

The Business Office Compliance Review revealed the following deficiencies:

1. No complaint records are available as required pursuant to 26 S.C. Code Regs.
103-538. Specifically, BRUI did not maintain detailed information to afford
analysis of the utility’s procedures, actions and resolutions to specific
customer complaints as required by 26 S.C. Code Regs. 103-538 and 103-516.

2. The bill form lacks an after-hours emergency number as required by 26 S.C.
Code Regs. 103-532.1(¢).

3. The bill forms do not identify the rate schedule or a statement to the effect that
the applicable rate schedule will be furnished on request as required by 26
S.C. Code Regs. 103-532.1(d).

4. BRUI does not have a completed Authorized Utility Representative form on
file with the PSC as required by 26 S.C. Code Regs 103-512.2.5.

5. The bond amount is insufficient pursuant to 26 S.C. Code Regs. 103-512.3.1.

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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6. The individual surety is incomplete and insufficient pursuant to 26 S.C. Code
Regs. 103-512.3.3.

PLEASE EXPLAIN EXHIBIT DMH-3 OF YOUR REPORT.

Exhibit DMH-3, summarizes BRUI’s revenues for the test year. I used a bill
frequency analysis to review BRUI’s billing data. The bill frequency analysis
utilizes the total number of invoices issued during the test year multiplied by the
average billing amount per monthly customer invoice. This provides a
comparison between what should have been billed and what was actually
recorded as revenue. According to the bill frequency analysis, BRUI is under-
collecting revenues by 6.70%. After reviewing the customer accounts for the test
year, 1 attribute the under collections to late fees waived by BRUI and non-
collection on the past due balances of its commercial customer accounts including
its wholesale customer account, DS, as illustrated in Exhibit DMH-4. This
Exhibit was provided by BRUI and further illustrates that BRUI hand-writes
account information. Waiving of late fees does not comply with 26 S.C. Code
Regs. 103-503. This regulation provides in subpart (D) that “[e]ach customer
within a given classification ... shall be charged the same approved rate ... as
every other customer within that classification, unless reasonable justification is

shown for the use of a different rate, and a contract or tariff setting for[th] the

different rate has been filed and approved by the Commission through the

issuance of an order or directive.” (Emphasis added.) ORS’s review showed
BRUI does not charge DSI late fees as it does its commercial customers.

Acceptable business practice dictates that a company collect all payments due for

THE OFFICE OF REGULATORY STAFF
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services rendered. This practice is not being followed with DSI. Further, using
BRUI customer billing cards, I noted that DSI began the test year on January 21,
2003 with an account balance of $10,655.06 in arrears. DSI closed the test year
owing BRUI $35,523.15 for treatment costs. Further, on November 30, 2004,
DSI’s account was in arrears $61,277.11.

In addition, commercial customer accounts were delinquent up to 4 months with
little to no penalty assessed or collected (Exhibit DMH-5, pages 1 through 3).
These practices raise serious questions concerning BRUI’s operations and
management. Further, these practices demonstrate a pattern of failure of BRUI to
comply with the Commission’s regulations.

Based on my review, I recommend the development and implementation of a
written business plan for BRUL This business plan should include: 1) an
implementation plan to effectuate the merger of all three entities under one
company in order to provide for cost savings and efficiencies of scale; 2)
formulation of a facilities plan to address current and future plant needs while
maintaining proper depreciation practices; 3) identification of a managerial plan
to address information technology upgrades and business practice improvements;
4) development of operations and maintenance procedures to ensure regulatory
compliance; and 5) preparation of a financial plan to provide short/long-term
budgeting, renewal/replacement schedules, and capital improvements.

While a rate increase could assist BRUI in attracting necessary capital for the
upgrade of their current WWTF, an implemented business plan could assist BRUI

with maintaining proper finances within the organization.

THE OFFICE OF REGULATORY STAFF
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PLEASE EXPLAIN EXHIBIT DMH-6 OF YOUR REPORT.

Exhibit DMH-6, page 1, provides an overview of BRUI’s bonding structure. The
purpose of a wastewater utility’s performance bond is to provide sufficient
financial assurance to both the customer and the Commission in the event that the
utility fails to provide safe and adequate service. The performance bond amount
should be of a level to support all expenses of that utility for a period of time.
Pursuant to 26 S.C. Code Regs. 103-512.3.1, “the amount of bond shall be based
on, but not limited to, the total amount of the following categories of expenses for
twelve months: Operation and Maintenance Expenses, General and
Administrative Expenses, Taxes Other Than Income Taxes, Income Taxes, and
Debt Service including Interest Expenses.” The bond amount is also set forth in
S.C. Code Ann. Section 58-5-720 (Supp. 2003). The Commission’s statutes and
regulations state bond amounts must range from an amount not less than $100,000
and not more than $350,000. In lieu of a commercial bond or the posting of a
certificate of deposit, an individual surety may stand the bond upon meeting the
requirements that the individual’s net worth, including the financial assurances, is
twice the face amount of the bond, pursuant to 26. S.C. Code Regs. 103-512-3.2
(Exhibit DMH-7).

BRUI has a current performance bond in the form of an individual surety on file
and approved by PSC staff in the amount of $10,000 (Exhibit DMH-8). Mr.
Keith Parnell filed a personal financial statement as surety dated 11/10/04
indicating assets and salary totaling of $234,000. This statement listed, as part of

the assets, a house in the name of Mary Parnell. Further, the statement does not

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201
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indicate, nor does the PSC have on file authorization from Ms. Parnell for this
property to be pledged. Mr. Parnell also did not indicate any liabilities or net
worth on the filed financial statement. Mr. Parnell has also filed personal financial
statements for his other companies, DSI and MUIL The same assets and salary
which are pledged on the bond for BRUI are also pledged on the bonds for these
other companies.

Upon reviewing the expenses from the test year and using the criteria set forth in
26 S.C. Code Regs. 103-512.3.1, I determined that the face amount of BRUI’s
bond based on the expenses from the test year should be $249,604.00 (Exhibit
DMH-6). However, it should be noted that rising operating expenses could cause
the face amount of the bond to increase as future bonding amounts will be
dependant upon applicable expense levels. It is also my determination from
Commission regulations that in order for Mr. Parnell to pledge the same assets
and salaries on three different bonds, the financial statement on file with the
Commission must document net worth equal to twice the face value of each bond,
or stated another way, the financial statement must show a net worth of twice the
aggregate amount of all three bonds.

I have determined this individual surety standing on the bond for BRUI is
insufficient to provide adequate financial assurance in compliance with the
Commission’s statutes and regulations for the following reasons: 1) the amount of
the individual surety does not comply with the requirement of 26 S.C. Code Regs.
103-512.3.2; 2) the individual surety does not accurately depict Mr. Parnell’s net

worth as required by 26 S.C. Code Regs. 103-512.3.2 and 103-512.3.3; 3) the real

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201
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estate as indicated on Mr. Parnell’s current financial statement is in the name of
Mary Parnell, there is no document in the bond file indicating permission to
pledge this asset as part of the surety, and there is no evidence of an appraised
value for this property; and 4) this real estate owned by Mary Pamell is also
included as an asset on the DSI and MUI surety.

It should be recognized that a merger of the three separate companies into one
company would reduce the bonding costs significantly as the face amount of the
bond for the one company would cap at $350,000.00 according to the
requirements of S.C. Code Ann. Section 58-5-720.

PLEASE EXPLAIN EXHIBIT DMH-9 OF YOUR REPORT.

Exhibit DMH-9, consisting of 19 pages, is a copy of the loan agreement for
upgrading facilities owned by Mr. Keith Parnell and Mr. Charles K. Parnell to
meet environmental requirements as required by the various permits issued to
BRUI and MUI The construction work for the replacement treatment facility at
BRUI is projected to cost approximately $932,000. The remaining portion of the
$2,021,400 loan is for proposed construction activities at the MUI facilities as
well as the administrative costs associated with the entire loan agreement. (No
upgrade to the DSI facility is being proposed.) The loan commitment letter
identifies BRUI as a borrower obligated for loan repayment.

In a prior Order, the Commission encouraged DSI, BRUI and MUI to review and
explore the possibilities of merging into one company. See Commission Order
No. 96-44 (January 19, 1996), Docket No. 94-727-S — Application of

Development Service, Inc. for Approval of an Increase in Rates and Charges for

THE OFFICE OF REGULATORY STAFF
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Sewer Service and Docket No. 94-728-S — Application of Bush River Utilities,
Inc. for Approval of an Increase in Rates and Charges for Sewer Service. BRUI in
its current application for a rate increase, Docket 2004-259-S submits that the
long term business plan of its owners is to effect a merger of all assets and
liabilities of the three corporations into one corporation. To date, ORS has not
received any information that a merger has taken place or any information about
the initiation of a merger between the three companies. ORS strongly
recommends that the three companies merge to form one company. Operations
are not being conducted as three separate utilities, and it appears that these
utilities by maintaining separate entities could potentially cause increased costs to
the customers.

PLEASE EXPLAIN EXHIBIT DMH-10 OF YOUR REPORT

Exhibit DMH-10, pages 1 through 3, is a summary of the current PSC approved
rates for BRUT and BRUI’s proposed rates. In its Application, BRUI proposed a
phased increase in its monthly sewer rates for all customer classes due to the
planned facilities upgrade approved by DHEC.

BRUI also requested to increase its customer tap fees by approximately 300% but
failed to provide proper cost justification for the proposed increase in its
Application. Pursuant to 26 S.C. Code Regs 103-502.11, an application for an
increase of tap fees must include an exhibit setting forth all cost criteria justifying
the tap fee. Under the Commission’s regulations, proper cost justification includes
labor costs, material costs and miscellaneous costs as required by 26 S.C. Code

Regs. 103-512.4.A.9. While this justification, or information, was not provided in

THE OFFICE OF REGULATORY STAFF
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response to ORS’s data requests, BRUI did provide some information on the
$1,166 tap fee multiplier. Though the response did not include the information
required by Commission regulations, the information provided by BRUI indicates
the apparent function of the tap fee is to recapture plant investment based on the
proposed BRUI facility upgrade.

Other information supplied in BRUI’s data request responses indicates the main
cost component of tap fees is officer salary; however, no detailed explanation is
provided. Payment of officer salaries does not constitute proper cost justification
for tap fees.

The requested tap fee increase is unnecessary at this time for two reasons: 1) the
BRUI facility upgrade which produced the $1,166.00 multiplier is not complete,
and final construction costs are not known and measurable; and 2) the cost
justification required by 26 S.C. Code Regs 103-502.11 and 103-512.4.A.9 was
not supplied by BRUI.

PLEASE EXPLAIN EXHIBIT DMH-11 OF YOUR REPORT.

Exhibit DMH-11 page 1 through 2, summarizes the effect of the proposed rates
and charges on a BRUI customer’s monthly sewer bill. T used the proposed rates
based on BRUI's Phase I rate structure. I did not consider BRUI's “After
Construction” proposed rates as known and measurable at this time because the
facility construction on the new system has not started. By weighted average, I
have calculated that customer rates will increase 28.14% as a result of BRUI’s
Phase I proposed rates.

PLEASE EXPLAIN EXHIBIT DMH-12 OF YOUR REPORT.

THE OFFICE OF REGULATORY STAFF
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Exhibit DMH-12 provides a summary of alternate rates produced by a selected
range of operating margins. The Audit Department caiculated the revenue
requirement for the alternate operating margins. The Water/Wastewater
Department calculated the alternate rates that would produce the revenue
requirement. Using ORS’ proposed adjustments, BRUI currently has a 0.83%
Operating Margin. The range of Operating Margins for Exhibit DMH-11 is
11.00%, 15.00%, 20.00% and 22.65%. The resulting operating margin after
adjustments is 22.65%. I recommend that BRUI review the final construction
cost impact on operating margin upon completion of the upgrades and file an
applicable request for rate increase at that time or at the time BRUI may be
allowed to file for another rate increase by statute.

DO YOU HAVE ANY ADDITIONAL RECOMMENDATIONS?

In addition to my previous recommendations, I would recommend that BRUI
maintain its books and records for sewer operations in accordance with the NARUC
Uniform System of Accounts for Class B Water and Sewer Utilities. In previous
rate cases, the Commission ordered BRUI to maintain its books and records in
accordance with the NARUC Uniform System of Accounts. Furthermore, 26 S.C.
Code Regs. 103-517 requires sewer utilities to maintain their books and records in
accordance with the NARUC System of Accounts. BRUI maintains their 35
customers’ invoice history on individual hand-written billing cards which provide
limited transaction detail. By utilizing the NARUC accounting system, BRUI
would improve its service, reliability and record-keeping.

DOES THAT CONCLUDE YOUR TESTIMONY?

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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1 A Yes it does.

2

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211



DIRECT EXHIBITS
OF

DAWN M. HIPP

DOCKET NO. 2004-259-S
BUSH RIVER UTILITIES, INC.
APPLICATION FOR RATE INCREASE
TEST YEAR ENDED DECEMBER 31, 2003



REPORT OF THE WATER/WASTEWATER DEPARTMENT
THE OFFICE OF REGULATORY STAFF
DOCKET NO. 2004-259-S

BUSH RIVER UTILITIES, INC.

DAWN M. HIPP TESTIMONY

EXHIBIT INDEX

EXHIBIT NO. EXHIBIT TYPE PREPARED BY
DMH-1 Company Overview ORS

DMH-2 Business Review ORS

DMH-3 Bill Frequency Analysis ORS

DMH-4 Accounts Receivable Detail Bush River Utilities, Inc.
DMH-5 Accounts Receivable Detail Bush River Utilities, Inc.
DMH-6 Performance Bond Requirement ~ ORS

DMH-7 Statute/Regulation Reference ORS

DMH-8 BRUI Performance Bond Bush River Utilities, Inc.
DMH-9 Loan Agreement Bush River Utilities, Inc.
DMH-10 Existing/Proposed Rates Bush River Utilities, Inc.
DMH-11 Impact of Proposed Rates ORS

DMH-12 Alternate Operating Margin ORS
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EXHIBIT DMH-2
PAGE 1 OF 3

WASTEWATER REVIEW OF SERVICE
PROVIDED BY BUSH RIVER UTILITIES, INC.

On November 17, 2004 through November 23, 2004, personnel from the Office of
Regulatory Staff (ORS) of South Carolina performed an audit of Bush River Utilities,
Inc. (BRUT) books and operations in preparation for this rate case. BRUI currently
operates a wastewater treatment (WWTF) facility located in Richland County, SC. In
addition, it has sewer collection customers in Lexington and Richland Counties. BRUI
services 34 commercial customers and one wholesale customer, Development Service,

Inc.

The ORS Consumer Services Department has not received any complaints or rate
inquiries regarding BRUI during the test year or 2004. Since the Notice of Filing was
mailed to BRUI’s customers, the Public Service Commission has not received any
Petitions to Intervene or letters of protest. BRUI does not have any written procedures
concerning management practices and customer service. There are no written procedures
on management of delinquent customer accounts. Commercial customers BR21, BR34

and BR39 are routinely delinquent on invoice payments.

The Company provides adequate wastewater service, but there are problems with their

management.



EXHIBIT DMH-2

PAGE 2 OF 3
BUSINESS OFFICE COMPLIANCE REVIEW
Utility: Bush River Utilities, Inc.
Inspector: Willie Morgan/Dawn Hipp - Office of Regulatory Staff
Office: Bush River Utilities, Inc., 816 E. Main St. Lexington, SC 29072
Utility Type:  Wastewater
Date: 11/18/04
Company Representative: Gail Oliver/Keith Parnell
# Compliance Regulation In Out of Comments
Compliance | Compliance

1 | All records and reports available for X
examination in accordance with Rule
R.103-510.

2 | Complaint records maintained in X Complaint records lack final
accordance with R.103-516 complaint resolution information

(103-516). Complaint records are
informal. Recommend written
procedure and establishment of
complaint log.

3 | Utility’s rates, its rules and regulations, X
and its up-to-date maps and plans available
for public inspection in accordance with
R.103-530.

4 | Established procedures to assure that every X Company provides all new customers
customer making a complaint is made with a copy of the Consumer Bill or
aware that the utitity is under the Rights. Company informs current
jurisdiction of the South Carolina Public customers verbally. Recommend
Service Commission and that the customer posting R.103-530 information near
has the right to register the complaint in customer service area in office.
accordance with R.103-530.

5 | Deposits charged within the limits X AUl deposit and set-up charges are
established by Rule R.103-531. documented on the Customer Account

billing card.

6 | Timely and accurate bills being rendered to X Customer billing mailed the 25™ of
customers in accordance with Rule R.103- each month.

532.
7T Bill forms in accordance with R.103-532? X Bill form tacks after-hours emergency
number (103-532.1.e). Bill form lacks
reference to rate schedule (103-
532.1.d).
8 | Adjustments of bills handled in accordance X Waiver of late fees and reductions in

with R.103-533

past due balance not documented
well. Does not comply with R.103-
503.D.
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BUSINESS OFFICE COMPLIANCE REVIEW

Compliance Regulation

In
Compliance

Out of
Compliance

Comments

Policy for customer denial or
discontinuance of service in accordance
with R.103-535.

X

Recommend Company
create/maintain a written procedure
for R.103-535.

10

Notices sent to customers prior to
termination in accordance with Rule
R.103-535.

Recommend Company terminates
service of delinquent customers
pursuant to R. 103-535.

1

Notices filed with the Commission of any
violation of PSC or DHEC rules which
affect service provided to its customers in
accordance with rule R.103-514-C.

12

Utility has adequate means (telephone,
etc.) whereby each customer can contact
the water and/or wastewater utility at all
hours in case of emergency or
unscheduled interruptions or service in
accordance with R.103-530.

After-hours emergency number must
be on billing form.

13

Records maintained of any condition
resulting in any interruption of service
affecting its entire system or major
division, including a statement of time,
duration, and cause of such an
interruption in accordance with Rule
R.103-514.

14

Utility advised the Commission, in
accordance with R.103-512 of the name,
title, address and telephone number of
the person who should be contacted in
connection with general management
duties, customer relations, engineering
operations, emergencies during non-office
hours.

15

Company verified the maps on file with
the Commission include all the service
area of the company.

Verification on Application. ORS
reviews of maps indicate service area
is indicated.

16

Number of customers the company has at
present time.

35

17

Company has a current performance bond
on file with the Commission. Amount of
bond: $10,000.00

Bond amount is insufficient pursuant
to R. 103-512.3.1. Individual Surety
is incomplete pursuant to R.103-
512.3.3
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SECTION 58-5-720. Filing of bond of certificates of deposit prior to approval by Commission of
construction or other work on water or sewer system; forfeiture.

The commission shall, before the granting of authority or consent to any water or sewer utility
regulated by the commission, for the construction, operation, maintenance, acquisition,
expansion, or improvement of any facility or system, prescribe as a condition to the consent or
approval that the utility shall file with the commission a bond with sufficient surety, as approved
by the commission, in an amount not less than one hundred thousand dollars and not more than
three hundred fifty thousand dollars payable to the commission and conditioned upon the
provision by the utility of adequate and sufficient service within its service area or deliver to the
commission certificates of deposit, with endorsements as required by the commission, of federal
or state chartered banks or savings and loan associations who maintain an office in this State and
whose accounts are insured by either the Federal Deposit Insurance Corporation or the Federal
Savings and Loan Insurance Corporation. The certificates of deposit shall not exceed the amount
covered by insurance. The commission has the right, upon notice and hearing, to declare all or
any part of the bond or certificate of deposit forfeited upon a determination by the commission
that the utility failed to provide service without just cause or excuse and that this failure has
continued for an unreasonable length of time. A further condition of the bond or certificate of
deposit shall be the provision for payment to the commission of any fine or penalty imposed or
assessed by the commission against the utility under the provisions of Section 58-5-710.

Disclaimer

This statutory database is current through the 2003 Regular Session of the South Carolina General
Assembly. Changes to the statutes enacted by the 2004 General Assembly, which will convene in
January 2004, will be incorporated as soon as possible. Some changes enacted by the 2004
General Assembly may take immediate effect. The State of South Carolina and the South
Carolina Legislative Council make no warranty as to the accuracy of the data, and users rely on
the data entirely at their own risk.
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103-512.3. Performance Bond.

Prior to operating, maintaining, acquiring, expanding or improving any utility system, for
which Commission approval is required, the utility shall have on file with the
Commission a performance bond with sufficient surety using a format prescribed by the
Commission.

103-512.3.1. Amount of Bond.

The amount of bond shall be based on, but not limited to, the total amount of the
following categories of expenses for twelve months: Operation and Maintenance
Expenses, General and Administrative Expenses, Taxes Other Than Income Taxes,
Income Taxes, and Debt Service including Interest Expenses. The minimum amount of
the bond shall be $100,000 and the maximum amount of the bond shall be $350,000. A
bond shall be required for each water and wastewater provider under the jurisdiction of
the Public Service Commission. A certification that the face amount of the bond on file
with the Commission complies with the provisions of 103-512.3.1 of this rule shall be
filed with the annual report required by 103-512.1 of this rule. The Staff shall review the
annual reports and certifications and determine whether the present bond of the utility
accurately reflects the expenses of the utility. Based upon the expenses of the utility as
submitted in the annual report and as reviewed and adjusted by Staff, the Staff shall make
recommendations for increasing or reducing the amount of the bond within the minimum
and maximum limits as prescribed by statute.

103-512.3.2. Sureties.

Sufficient surety may be any duly licensed bonding or insurance company authorized to
do business in this State. A corporate surety, other than such a bonding or insurance
company, shall not be considered sufficient surety. Sufficient surety may be any
individual, as stockholder, partner, sole owner, etc., in the utility, so long as the
individual surety's net worth is at least twice the face amount of the performance bond.

103-512.3.3. Financial Statement.

When any individual acts as surety, he shall file with the Commission annually a
financial statement verified by said surety showing the individual surety's personal assets,
liabilities, and net worth. The Commission may accept a verification of the financial
statement in a format prescribed by the Commission.
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Pzrrormance Bonp

FINANCIAL STATEMENT
- (SEWER UTILITIES)

KNOW ALL MEN BY THESE PRESENTS, that __Bush River Utility, Inc ~

being duly qualified to do business in the State of South Carolina, designated as “principal”, and that

Keith G. Parmell , designated as “surety”/“sureties” is/are held and firmly

bound unto the Public Service Commission of South Carolina, designated as “obligee”, in the penal

sumof §_ 10,000.00  for the payment of which well and truly to be made, the principal binds
- itself, its successors and assigns, 'aﬁd the sﬁrety/suréﬁes bind themselves, their pefsonal representatives,
and their assigné, jointly and severally, firmly by these presents.

' WHEREAS, in accordance with the provisions of SV.C. Code Ann., §58-5-720 (1976, as
amended), which requires the principal to furnish a bond with sufficient surety, to the satisfaction ;)f
the obligee, conditioned as provided in said §58-5-720, and

WHEREAS, the obligee has granted the principal a Certificate of Public Convenience and
Necessity and approved a schedule of rates for séwer service in areas shown on operating maps filed
with the obligee, and

WHEREAS, this bond, when approved by the obligee, conditioned as in said §58-5-720, is to
cover any and all liability which may arise as a result of the principal failing to provide adequate and

sufficient service within its service area as prescribed in §58-5-720, and
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WHEREAS, the obligee, upon notice and hearing, shall have the right to declare all or any part
of the bond forféited upon a determination by the obligee that the principal shall have willfully failed
to provide such service as prescribed above, without just cause or excuse, and that such failure has
continued for an unreasonable length of time, and

WHEREAS, the liability under the terms of this bond is hereby extended so as to includ; any
fines or penalties imposed or assessed by the obligee against the principal under the provisions of S.C.
Code Ann. §58-5-710 (1976 as amended), and |

WHEREAS, in the event that any judicial action or proceedings are initiated with respect to this
bond, the parties hereby agree that the venue thereof shall be Richland County, State of South
Carolina, and | |

WHEREAS, the surety/sureties, as stockholders of the principal, undertake this obligation for
~ and in consideration of the principal being able to continue to operate a sewer utility providing service.
to the public for compensation under the jurisdiction of the obligee, and

WHEREAS, the surety/sureties shall file with this bond a Financial Statement showing -
personal assets, liabilities, and net worth; and shall file annually with the obligee a revised Financial |
Statement as long as the bond continues in effect, and

WHEREAS, this bond shall become effective on the date executed by the principal and surety/
sureties, and shall continue from year to year unless the obligations of the principal and surety/sureties

under this bond are expressly released by the obligee in writing, and
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WHEREAS, the obligee upon notice and opportunity to the principal and surety/sureties t0 be
heard, may order that the face amount of this bond to be changed within the limits set forth in S.C.
Code Ann., §58-5-720 (1976 as amended).

NOW THEREFORE, in testimony Whereof, said principal has hereunto subscribed its name
and said principal has caused this instrument to be signed by its duly authorized officers, and i.tS

corporate seal to hereunto affixed this 12thday of _ September ,2003; and that said surety/

sureties have caused this instrument to be signed this 12th day of S ept emher 22003 .

SURETY/SURETIES:
4% 4 . iw~//\/ Rush River I]i"i'l'ifyy I1nc
Signature Company :

Keith G. Parmnell
IN THE PRESENCE OF . By

iﬁ ZZQ @M/ President
itness #1 - - Title
/u)a[,éy\/ H'ou/t/éeﬂl——

Witness #2

IN THE PRESENCE OF

Signature

Witness #1

Witness #2
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ACKNOWLEDGMENT OF PRINCIPAL

STATE OF SOUTH CAROLINA

COUNTY OF Lexington

On__ September 12 2003, before me personally came

Keith G. Parnell to me known, and who being by me duly sworn,
did depose and state: that he isthe _ President of __Bush River

Utlity, Tne , the Corporation which executed the foregoing
instrument: that he knows the seal of said Corporation, that the seal affixed to the

said instrument is such corporate seal; that it was so affixed by the order of the

Board of Directors of said Corporation, and that he signed his name to said

' instrument by 11ke order.
SWORN TO BEFORE ME THIS
/7 ¢ day of ﬂ(fpé—" 2082
) et/

Notary Public for South Carolina

My Commission Expires: S/~ /Y- 070
(Affix seal if not South Carolina notary Public)

PAGE 4 OF 8
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ACKNOWLEDGEMENT OF SURETY

STATE OF: South Carolina

COUNTY OF: _Lexington

On_September 12 ,2093 | vefore me personally came

Keith G. Parmell of Bush River Utility, Inc.

to me known and known to me to be the individual described in and who executed the

forgoing instrument, and acknowledged to me that they executed the same.

SWORN to before me this

Lzzraay of ,047/7'5' 2003

Notary Public for So;&(ziﬁ;:
- P

My Commission Expires: _/ {’/ é{: - 010
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PUBLIC SERVICE COMMISSION OF SOUTH CAROLINA .
FINANCIAL STATEMENT
DO NOT INCLUDE PERSONAL PROPERTY, FURNITURE,
FIXTURES, JEWELRY OR FAMILY USED AUTOMOBILES
From Kﬁlﬂ‘\' 6’7 . %@'JE LL‘
Section 1~ Individual Information (Type or Print) Section 2 ~ Spouse Information (Type or Print)
Rame K EATH (7. HATOELT Name
Home Address Ui 1asTo ) Lo L GpaTdS § & | Bome Address
Position or Occupation P«m&% s Position or Occupation
Business Name N ! R R’ Vbt 1L Business Name
Business Address R Il . 2 X (el SC- Business Address
No. of Dependents 1
Section 3 ~ Statement of Financial Coudition as of _blgjﬂ_(ﬂ.LJ_ 20 O_L_L_
Asscts (Do not include assets of doubtful value) In Doflars Lisbilities In Dollars
(Omit Cents) {Omit Cents)
Cash: in Bank S Notes Payable: to banks [
on hand and in other banks to others from Schedule F
savings accounts in banks and savings & loans | /¥, oOU
Securities: _listed & OTC from Schedule A i Mortgage Debt: from Schedule D
wnlisted from Schedule B 5
held by broker’s in margin accounts Other Debts: due to brokers
restricted or controlled stock P — accounts & bills due
Real Estate: partial interest in real estate from Schedule C /50,00 Y nnpaid taxes
real estate owned from Schedule D ” other debts - itemize
Other Assets: loans receivable (details below if significaut)
autos & personal property
cash (not face) value life insurance — Schedule E
other assets - itemize
Total liabilities
1 - Net worth (total asscts minus total Eabilities)
Total Assets 77,i/ OU V_| Total liabilities and net worth - s
7
Sources of Income for Year Ended : I/Z 13/103 Personal Information
.Salary S 0. 00 U Are you a partner or officer in any other venture? If so, please describe.
Bonuses & Commissions 4
Dividend & Interest Bosw@wz by M‘l(mp( y WML, 08
Real Estate Income Arc you obligated to pay alimony, child support, or separate mainténance
payments? If so, please describe.
Other Income (alimony, child support, or separate N
maintenance income ueed not be revealed unless you ©
want bauk to consider it) Are any assets pledged other than as described on schedules: If so,
please describe.
rNos’ 2
Total S Income tax settled through (date) [/2 / 3/ /0 3}
Contingent Liabilities Arc you a defendant in any suits or legal actions? If so, Please describe

Do you endorse, co-make or guarantee any loans or have any other

contingent obligations? If so, list below

NO

Endorser, co-maker or guarantor ] Personal bank accounts are carried at:
Leases or contracts T
_Legal claims Have you ever been declared bankrupt? If so, please describe
Other special debt -
/Y, 009 Mo

Schedule A ~ Listed & Over the Counter Securities

Number of Shares Market Value
or Face Value of Description In Name of To Whom Pledged
Boand Per Share Total
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Schedule B — Unlisted Securities (if value significant, please provide financial information)
Number of Shares
Owned | Outstanding Description In Name of To Whom Pledged Source of Value Value
Total
Schedule C - Partial Interest in Real Estate Equities
Address & Type of Property Title in Name of Date Cost Mortgage Market % of Value of
o) 4 ) PR R Acquired Amount Valoe Ownership Equi
X9 Bet (e MEZ ragochl 124 1 | §0,09V o:rob /5‘01.0073 Y42 /20,9
. Total |/ >0 0OV
Schedule D — Real Estate Owned ’
Address & Type of Property Title in Name of Date Cost Mortg!‘gL Market
Acquired Amount Maturity Value
Total Total
Schedule E — Life Insurance Carried Including Any Group Insurance
Name of Insurance Company Owner of Policy Beneficiary Face Amount Policy Loans Cash Surrender
Value
Totals
Schedule F — Notes Payable to Others & Financial Institutions Where Credit has been Obtained
Name & Address of Lender Credit in Name of Secured or Original High Credit Current
Unsecuored Date Balance

Total

STATE OF

PR

COUNTY OF

statement of his financial condition as of the date thercof and that the answers to the foregoing interrogatories are true.

S o LA

Swom to before me this

being duly sworn, deposes and says that the foregoing financial statement, taken from his books, is a true and accurate

(Applicant must sign here
Date Signed

oc. Sec. No. ?)'D // ,5\/7}

(Applicant must sign here)
Soc. Sec. No.

Notary Public

Date Signed
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VERIFICATION OF FINANCIAL STATEMENT

PERSONALLY appeared before me ___/ eirH G. Q e L
known to me to be the individual described in and who executed the foregoing Financial
Statement, and acknowledged to me that (s)he executed the same; that l/ F.Ar’lfl 4. .
SN - - , being duly sworn, deposes and states, that (s)he has read the
~ contents of the foregoing Financial Statement and that contents thereof are true of his/her

own knowledge.

SWORN to before me this

/O Dayof ‘ﬂﬁﬂé/”'é"ﬁo Jd¥

Notary Public £or South Carolina
My Commission Expires: [~/ ¢9~0 [0
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Eric Jewell.. ..

- m i e

309 Columbia Ave

Lexington, SC. 29072,

v et s

O16ice. 803-359-1680 Fax B03-359-6683

Tor _Ctarles H. Cook \ ~.
COMPANY: ] lliot & Elliot PA N
PHONE #: _771-0555 |

. FAX#: _711-8010

DAJIE: -_$/29/2003 . -

-

by

MESSAGE: * lereis the Commitment LMfPr Midlands l;?tility

CEIVE R Ry riee

|
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)
i
y
i

ot —

This is a.. 6. page document.(including cover sheer)

}

NOTE: ]
ESSAGE IS PRIVILEGED AND CONFIDENTIAL INFORMATION (YTENDED ONLY FOR THE

TIE INFORMATION CONTADLBD N THI: PACSIMILE M!
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N IS STRICTLY PRPHIDITED. It YOU HAVE
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us. THANK YOU. :
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Branch Banking & Trust Co.
. - of South Carolina

July 29, 2003

Midlands Utility Inc
Atin: Keith Pamell

Dgar Keith:

Branch Bankir

w

309 Columbia Avenue:
Lexingten, SC 28072
(803) 369-5111

Fax (8Q3) 350-6683

COMMITMENT LETTER

and)-rust-Company is pleased t0.offer:you the following commitment

for a loan.. Thq rerms \nd.conditions.of this Comminment are as follows:

wer. Midlands Utility, Bush.River Utility, and Development
Servic s Iic.

[Purpos.:: The proceeds of the Loan shall be used by the Borrower 10
constru<t up to-four new wastewater freatrunent faeilities as approved by
the Pul.lic Service Commission. :

Collar @l Tie:Loam shall-be secured by-a first-mongage on the facilities
being i onstructed. The loan shall be secured by all equipment and sewer
Tines-owwned By-borrewer: Fhe Toan shial besevayed by all ownership
stock 1.f the. bortowing. entities. The bank shall aiso-takg an assignment of
any coitracts witt customers for Midtands Thifity and related companies.

Amou.t: The maximum princip'aﬂ"ar'nmmg of the Loan shall be
$2,021 400.

Advap..es: The proceeds.of the Loan shall be advanced;as construction
pmg.re:.scsand:asmn:fmrcascs:&:c-au’fhém&gy the Public Service
Comm.ission. :

 Interes~ Rate: The interest rate on: the I oam.shal-bethe yariable rate of the
bank’s. prime rate plus .40% (Prime rate is currently 4.00%).

| Atthe vorrowers-discretion; (before-closing) they-may glect 10 activate an
option.J colfar, which would grant them an interest rate ‘floor of 4.65% and
‘ceiling of 7.70%. If the clientelectsto-take the optiom). collars, the loan
will threfore have a 1% prepayment penalty. Rate qudt{'es arc based on

‘
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10.

15

12.

13.

tpday’s .ate enyironmeht and assuming no substantial changes prior 10
dlosing, all efforts will be made to maintain the 305 basis point spread

‘Hetweer. stated floor and ceiling.

epayn.ent Terms: The loan is to be amortized over 15 ygars with a 5-year
atioors . During the construction period; payments-can be interest only for
pto 12 months. Renewals for each ensning S-year period will be based
#i svicw-of the current financial ‘condition-¢f the company from

hich cagoing cash flow for debt repayment can be documented.

Driginaion Fee: The bank-shall charge-an orig—inatior\fcd of $12,500 to be
aid at . losing. S

Prepayient: Bank shall charge a 1% prepayment premium should

B orrow-:r-chOose at any time to prepay past-og all of the remaining
brincip:/| balance due on the Loan. This prepayment penalty is contingent
hnd-setive only upen-acceptance of the interest rate floor and ceiling as
tated i, paragraph five of this document. “ ~

Docum atation: . At Loan closing, the Borrower shall exgcute a

bromis: ory note, Mortgage, Loan A greement; and other related documents
and: insuments satisfactory to the: Bank 1o cvidence and:secure the Loan.
BB&T s to have separate legal counsel to ensure all-appropriaté
;iqcm;matioufondéhwbhga&m{ and lien perfection.

Survey-ind Fload: Hazard Centification: Priortogthe Loan closing, the
Bank st-all require the receipt of a satisfactory sirvey of the Collateral.
[Fhie sur veyor mmust provide cestification that the-iprovements are not
located-imr a special flood hazard area: The requiréd surveys must

bvideny o that any improvements; existing or té-Be-constructed, are within

the property boundary and that all structures remain in cpmpliance with all
ketback ‘and other requirements. B

Title Ir. surance: Prior to the Loan closing, the Bank shall receive a
standai.] morgages title insurance binder, and pro ptly after the Loan
closing the Bank shall receive a standard mortgage s itle insurance policy
coverir.g the-mortgage satisfaerary: to. the: Banl asw-coverage and amount.
The binder and policy shall show no exceplions to coverage not acceptable
o-the Famke- -

Cazarc Insurance: At the-Eoan-closing, the-Borrewer shall furnish Bank a
hazard nsucance palicy for the replacement cost of the Collateral-naming
Barik a : mongagee/loss payee. The insurance company issuing the policy
must b.: acceptabie to the Bank.. oo
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14.

15.

16.

17.

18.

19.

20.

~ Appraisai: Priot 1o loan closing, the bank shall require a complete

agjpraisal on the wreatment facilities being erected. This appraisal shall be
pdrforme.1 by a cenified independent appraiser. -

- Ehviront.entak Site Assessment; Priorto.the Eoan-elpsing, the bank shall

‘v-—-—-——_—'—"—_-_
relquire Pnase 1 environmental assessments on the wastewater treatment
ailities neing financed.

%

cctin:y Representative: During construction;-the Bank’s inspecting
refpresent itive will inspect the progress of COnstTuCtion.
Credit-Q. .alifications:-This Commitment is issued in reliance upon the
adcuracy and completeness of all information furnished by or for the
Bhirowe: and ariy. co-signers or guarantors:and 1s su yject to the continued
curacy and completeness of all such information. The extension of
dit by the Bank pursuant 1o thig Cormitment-is-suiject o the condition
eceden: that the Borrower and any co-signers or gunarantprs shall after
i: e:erate:;:smﬁmimain~a¢ﬁnamiar-wndiﬁcwaccep&!§le,to the Bank in its
Jle disc.etion. In addition, the Loan is conditioned upon there being no
%xter'raf":id’vcrsc'cﬁaﬁgewhiclrﬁii‘eﬁte'ns-tﬁé—B’eﬁewer's ability to repay
tiie Loan or pledge the.Collateral to secure repayment. :

Elnanciat Information: While the Lean is owtstanding, the Borrower shall

pfovide 1he Bank with quarnterly financial statements. Borrower must also
provideine ‘bank with-anual personal tax rennms 2 nd company financial

st%atemerus within 120 days of the Borrower's fiscal year end.

e+ Alkexpenses:associatediwiti-the-Eoamare 1o b paid by the
orrower. These eXpEnses shall include, but are not limited to, the
afrorney: fees; appraisal fee; surveyors-fee;-envirenmental engineer's fee,
d all 5. cessary.recarding fees. The baok shal] allow boyrower to use
5% (ST:O;OOO)"Gfr}re"towl' foan proceeds 0" Cover.eXpenses associated
ith the 10an closing.

ttomey s Opinion: The Bank shall require an approving'legal opinion
ldster fi¢n Boirower's’ anpeaey, which mustbe-asceptable 1o the Bank
apd Banl s counsel, stating, among others: '

.} That e documents which.evidence and secure the Loan ar¢ duly and
vilidly ¢ reecuredand‘cwctswnsxizuwsmvaﬁﬂ:a;;d legally binding
ligatic.a of the Borrower. B

| That 11ie mortgage and ather documents create.2 valid first lien on the
interest «.ffhe Borrower in the Collateral o

1




Aug-28-2003 10143

Commitment Letter 10

July 29, 2003

21.
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| That 1iie L.oan and its terms do not violate any taws including, but not

ldnLnitcd-t.', .any usury laws or similar laws of the. jurisdictien where the

ollater. [ is Tocated. T '

That 1ere are no pending or threatened actions or suits against the

oirows« that shall have a material adversegffect on its financial

bnditior, or impair the ability of the Borrower to carry op its business
.ally as now conducted. :

(o T « « A

yanking Relationship: The Borrower agrees to faintain ifs primary
positcry account(s) with the Bank. :

ey Man Life insurance: Both partners, Keith and Ken Pamell must
Laintan, insurance policies of $500;000 eact; with BB&T listed as the
enefici.ry. ) '

Hersonal Guaranty: Both Keith and Ken Parnell must'guayanty the debt in

ccuny atation of all Jicenses: Borrower must fiirnish bank with copies of
1l oper.ting licenses on the overall business as well as the plants being
donstrar-ted (upon-completion). - |

ocunT aration: of Good standing: Borrower must furnish bank with letters
¢f-good standing or other documentation .eyidencin%htxhat;Midlmds Utility
nd relared; remains in comphance withi DREC amd-the Rublic Service
Commi .sion. )
]Q ebt S¢rvice Coverage: Borrower must maintain a Debt Service Coverage

A anoeof. i Jeast 1.2, Asnoted.in paragraph:five:of thig document, any loan
__dvanc 3 are contingent upon Midlands Utility and or:related entities,

Acquiring: tiom: for the necessary:rate-incrgases 10 maintain the
lebt sei vice coverage at the required level. ' '

Conflicting Provisions: If any of the provisions of this commitment letrer
tRall be construed to conflict wity any terms ot provisions contained in the
Loan D.cuments; then the Loan Documents shall take priority.

b ' .
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This Commitment is o}.2n for your acceptance until the close of businesy on August 11",

2003 (the "Expitation 1ate"), at which time this Commitment expires if pot accepted and -
returned to the Bank. Ju addition, this Commitment shall expire and'the Bank shall not
berequired toarake thi Lean-if the Loan does not close:by. November 30", 2003. To
acknowledge ydur acce ptance, please return a signed copy of this-letfer o my attention at

the-follovangs T orbcfm:a\the Expiration Date:

Branch Banking and T:ust Company
309 Columbia Avenue
Lexington, S.C.|29072

Very truly yours,
BRANCH BANKING AND-TRUST COMPANY
A
By: [ Aé‘s .
: ( 7 Eric Jewell
Title: Banking Ofiscer.. . \
Phone: (803) _3.59-] 1.80

The foregoing: tprms andcondifions are hereby-accepted-and: tho this & 8 day

Ofﬁﬁ‘)ﬁf—zya
i *4444 &M

Keith Parnell -

Kl ?Na\l”\/

Ken PameIf

By:
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This Loan Agreement (the “Agreement”) is made this 8th day of April, 200;1 by and between BRANCfI BANKING AND T‘RUST COMPANY OF
SOUTH CAROLINA, a South Carolina banking corporation ("Bank”), and:

Midlands Utility, Inc, a South Carolina corporation (“BmW), having its chief executive office at 816 E Main St Lexington SC 29072.
Bush River Utilities, Inc, a South Carolina coxpotatiott ("Borm'we'r“), ‘havi.ng its chief executive office at 816 E Main St Lexington SC 29072.
Development Service, Inc, a South Carolina cdrpom.ion ("Borrower"), having its chief executive office at 816 E Main St Lexington SC 29072.
Keith Parnell & Charles K. Parnell (individually "Guarantor” and collectively the “Gmmrs”).

The Borrower has applied to Bank for and the Bank has agreed to make, sub_;ect to the terms of this Agreement, the following loan(s) (hereinafter
referred to, singularly or collectively, if morc than one, as “Loan")

Term Loan ("Term Loan") in the principal amount of $2,021,400 for the purpose of constructing up to four new wastewater treatment facilities as

approved by the public service commission, which shall be evidenced by the Borrower's Promissory Note dated of even date herewith payable in 18
(eighteen) consecutive monthly interest payments followed by 41 (forty-one) installments of principal and interest and shall bear interest at a rate as
described more particularly in such note, the terms of which are incorporated herein by reference. The Term Loan shall mature on 4/08/2009, when

the entire unpaid principal balance then outstanding plus accrued interest thereon shall be paid in full. Prepayment Compensation: For any
prepayment of the Loan the Bank shall be compensated as follows: 1% of the amount of principal prepayment.

Section 1 Conditions Precedent

The Bank shall not be obligated to make any disbursement of Loan proceeds until all of the following conditions have been satisfied by proper

evidence, execution, and/or dehvery to the Bank of the following items in addition to this Agreement, all in form and substance satisfactory to the

ank and the Bank’s counsel in their sole discretion:
ote(s): The Note(s) evidencing the Loans(s) duly exccuted by the Borrower.

Mortgage(s): The Mortgage(s) of Real Estate in which Borrower, or other owner thereof, shall grant to Bank a mortgage lien on the specified real
property and tmprovemems thercon ("Mortgaged Property").

Title Opinion: A fayorable opinion of title from legal counsel acceptable to the Bank certifying that the Borrower, or other owner thereof, has good .
and marketable fee simple title to the Mortgaged Property and that the Mortgage(s) granted to the Bank constitutes a first priority lien thereon
without exceptions, except as are acceptable to the Bank and the Bank's counsel.

Survey: A certified copy of a recent survey of the Mortgaged Property prepared by a registered land surveyor or a civil engineer.

Environmental Audit Report: A favorable "Phase I" unedited environmental audit (or comparable examination) covering the Mortgaged Property
from an independent environmental engineering firm satisfactory to Bank which reflects that no hazardous waste, toxic substances, or other
hazardous materials have contaminated the Mortgaged Property or, if the Mortgaged Property has been so contaminated, that it has been
sausfactonly cleaned up in accordance with all Environmental Laws. The Bank shall be fully authorized to discuss all aspects of the audit with
the engineering firm.

" Control Agreement: A Control Agreement pertaining to Deposit Accounts, Letter-of-Credit Rights and/or Electronic Chattel-Paper, as required in
connection with the Security Agreement(s).

Authorization and Certificate: An Authorization and Certificate executed by each Debtor under which such Debtor authorizes Bank to file a UCC
Financing Statement describing collateral owned by such Debtor.

Commitment Fee: A commitment fee (or balance thereof) of § lZ 500 payable to the Bank on the date of execution of the Loan Documents.

Corporate Resolution: A Corpome Resolution duly adopted by the Board of Directors of the Borrower authorizing the execution, delivery, and
performance of the Loan Documents on or in a form provided by or acceptable to Bank.
Articles of Incorporation: A copy of the Articles of Incorporauon and all other charter documents of the Borrower, all filed with and certified by
the Secretary of State of the State of the Borrower's incorporation. ,
By-Laws: A copy of the By-Laws of the Borrower, certified by the Secretary of the Borrower as o their completeness and accuracy.
Certificate of Incumbency: A certificate of the Secretary of the Borrower certifying the names and true signatures of the officers-of the Borrower
authorized to sign the Loan Documents.
Certificate of Existence: A certification of the Secretary of State (or other government authonty) of the State of the Borrower's Incorporation or
Organization as to the existence or good standing of the Borrower and iits charter documents on file.
pinion of Counsel: An opinion of counsel for the Borrower satisfactory to the Bank and the Bank’s counsel.
varanty: Guaranty Agreement(s) duly executed by the Guarantot(s)
Assignment of Life Insurance Policy(ies): An assngnment of life insurance pohcy(les) as collateral on the life of Keith Parnell and Charles K.
Pamell in the amount of $500,000 each by an insurance company acceptable to the Bank.

Securities Account Pledge and Security Agreement(s): A Securities Account Pledge and Securlty Agreement for each pledged secuntles
account maintained with an independent broker or other securities intermediary.

Securities Account Control Agreement(s) A Control Agreement for each pledged securities account mamtamed with an independent broker, or
securities intermediary.

Appraisal(s): Two (2) copies of an appraisal ordered by the Bank of the estimated market value of the real and/or personal property offered as
collateral for the Loan(s) referenced herein. The appraisal(s) must be -addressed to the Bank and must conform to the Uniform Standards of
Professional Appraisal Practice ("USPAP") adopted by the Appraisal Standards Board of the Appraisal Foundation. Any deviation from the
USPAP must be explained in the appraisal(s). The appraiser(s) must be licensed and/or certified if required by applicable Federal Deposit
Insurance Corporation regulations or state laws.

-Additional Documents: Receipt by the Bank of other approvals, opinions, or documents as the Bank may rcnsonnbly request. With regard to

disbursements for improvements on the 2.36 acreage, "Raintree Track", the issuance of a final

Section 2 Representations and Warranties  tjitle insurance policy without exceptlona for unrecorded plats.

The Borrower and Guarantor(s) represent and warrant to Bank thn:
2.01. Financial Statements. The balance sheet of the Borrower and its subsidiaries, if any, and the relnted Statements of Income and Retained
Earnings of the Borrower and its subsidiaries, the accompanying footnotes together with the acce t's th , and all other financial
information previously furnished to the Bank, are truc and correct and faxrly reflect the financial condmon of the Borrower and its subsidiarics
as of the dates thereof, inciuding all contingent liabilities of every type, and the financial condition of the Borrower and its subsidiaries as stated

-1-
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therein has not changed materially and adversely since the date thereof. Each Guarantor further represents and warrants that all financial
statements provided by such Guarantor to Bank concerning such Guarantor’s financial condition are true and correct and fairly represent such
Guarantor’s financial condition as of the dates thereof. .
2.02. Name, Capacity and Standing. The Borrower's exact legal name i$ correctly stated in the initial paragraph of the Agreement. If the
Borrower and/or any Guarantor is a corporation, general partnership, limited partnership, limited liability partnership, or limited liability
company, cach warrants and represents that it is duly organized and validly existing under the laws of its respective state of incorporation or
organization; that it and/or its subsidiaries; if any, are duly qualified and in good standing in every other state in which the nature of their
business shall requirc such qualification, and arc cach duly authorized by their board of directors, general partners or member/manager(s),
 Tespectively, to enter into and perform the obligations under the Loan Documents, -
2.03. No Violation of Other Agr The tion of the Loan Documents, and the performance by the Borrower, by any and all
pledgors (whether the Borrower or other owners of collateral property securing payment of the Loan (bereinafter sometimes refmed to as the
“Pledgor™)) or by the Guarantor(s) thereunder will not violate any provision, as applicable, of its articles of incorporation, by-laws, articles of
organization, operating agreement, agreement of partnership, limited partnership or limited liability partnership, or, of any law, other agreement,
indenture, note, or other instrument binding upon the Borrower, Pledgor or Guarantor(s), or give cause for the acceleration of any of the
respective obligations of the Borrower or Guarantor(s). : -
2.04. Authority. All authority from and approval by any federal, state, or local governmental body, commission or agency necessary to the
making, validity, or enforcesbility of this Agreement and the other Loan Documents has been obtained.
2.05. Asset Ownership. The Borrower and each Guarantor have good and marketable title to all of the propertics and assets reflected on the
balance sheets and financial statcments famished to the Bank, and all such properties and assets are free and clear of mortgages, deeds of trust,
pledges, liens, and all other encumbrances except as otherwise disclosed by such financial statements, In addition, each other owner of
collateral had good and marketable title to such collateral, frec and clear of any liens, security interests and encumbrances, except as otherwise
disclosed to Bank.
2.06. Discharge of Liens and Taxes. The Borrower and its subsidiaries, if any, and each Guarantor have filed, paid, and/or discharged all
taxes or other claims which may become a lien on any of their respective propertics or assets, excepting to the extent that such items are being
appropriately contested in good faith and for which an adequate reserve (in an amount acceptable to Bank) for the payment thereof is being
maintained. .
2.07. Regulation U. None of the Loan proceeds shall be used directly or indirectly for the purpose of purchasing or carrying-any margin stock
in violation of the provisions of Regulation U of the Board of Governors of the Federal Reserve System.
2.08. ERISA. Each employee benefit plan, as defined by the Employce Retirement Income Security Act of 1974, as amended ("ERISA"),
maintained by the Borrower or by any subsidiary of the Borrower or Guarantor(s) meets, as of the date hereof, the minimum funding standards
’ of Section 302 of ERISA, all applicable requirements of ERISA and of the Internal Revenue Code of 1986, as amended, and no "Reportable
Event” nor "Prohibited Transaction” (as defined by ERISA) has occurred with respect to any such plan.
2.09. Litigation. There is no claim, action, suit or proceeding pending, threatened or reasongbly anticipated before any court, commission,
administrative agency, whether State or Federal, or arbitration which will materially adversely affect the financial condition, operations,
properties, or business of the Borrower or its subsidiaries, if any, or the Guarantor(s), or the ability of the Borrower or the Guarantor(s) to
perform their obligations under the Loan Documents, '
2.10. Other Agreements. The representations and warranties made by Borrower to Bank in the other Loan Documents are true and correct in
all respects on the date hereof, ) ' . ’
2.11. Binding and Enforceable. The Loan Documents, when executed, shall constitute valid and binding obiigations of the Borrower and
Guarantors respectively, the execution of such Loan Documents has been duly authorized by the parties thereto, and are enforceable in
accordance with their terms, except as may be limited by bankruptcy, insolvency, moratorium, or similar laws affecting creditors' rights
generally. :
2.12, Commercial Purpose, The Loan(s) are not “consumer transactions”, as defined in the South Carolina Uniform Commercial Code, and
none of the collateral was or will be purchased or held primarily for personal, family or household purposes.

Section 3 Aﬂinﬁative Coven_ints

The Borrower covenants and agrees that from the date hereof and until payment in full of all indebtedness and performance of all obligations owed
under the Loan Documents, Borrower shall: .
3.01. Maintain Existence and Current Legal Form of Business. (a)Maintain its existence and good standing in the state of its incorporation
or organization, (b) maintain its current legal form of business indicated above, and, (c) as applicable, qualify and remain qualified as a foreign
corporation, general partnership, limited partnership, limited liability partnership or limited liability company in each jurisdiction in which such
qualification is required. : .
3.02. Maintain Records. Keep adequate records and books of account, in which complete eatries will be made in accordance with.GAAP
consistently applied, reflectirig all financial transactions of the Borrower,
3.03. Maintain Properties. Maintain, kecp, and preserve all of its properties (tangible and intangible) including the collateral necessary or
useful in the conduct of its business in good working order and condition, ordinary wear and tear excepted.
3.04. Conduct of Business. Continue to engage in an cfficient, prudent, and economical manner in a business of the same general type as now

conducted, .
’ 3.05. Maintain Insurance. Maintain insurance with financially sound and reputable insurance companies or associations in such amounts and
" covering such risks as are usually carried by companies engaged in the same or a similar business, and business interruption insurance if
tequired by Bank, which insurance may provide for reasonable deductible(s). The Bank shall be named as loss payee (Long Form) on all
policies which apply to the Bank's collateral, and the Borrower shall deliver certificates of insurance at closing evidencing same. - All such
insurance policies shall provide, and the certificates shall state, that no policy will be terminated without 20 days prior written notice to Bank.

3.06. Comply With Laws. Comply in all respects with all applicable laws, rules, regulations, and orders including, without limitation, paying

before the delinquency of all taxes, assessments, and governmental charges imposcd upon it or upon its property, and all Environmental Laws.

3.07. Right of Inspection. Permit the officers and authorized agents of the Bank, at any reasonable time or times in the Bank's sole discretion,

to examine and make copies of the records and books of account of, to visit the properties of the Borrower, and to discuss such matters with any

officers, directors, managers, members or partners, limited or general of the Borrower, and the Bonower's‘indcpendent accountant as the Bank
deems necessary and proper. ) ] ’ i ’

3.08. ' Reporting Requirements. Furnish to the Bank: .
Quarterly Financial Statements: As soon as available and not more than 60 (sixty) days after the end of each quarter, balance sheets,
statements of income, cash flow, and retained earnings for the period ended and a statement of changes in the financial position, all in
reasonable detail, and all prepared in accordance with GAAP consistently applied and certified as true and correct by an officer, general
partner or manager (or member(s)) of the Borrower, as appropriate. ' .
Anvual Financial Statements: As soon as available and not more than 120 (one hundred and twenty) days after the end of each fiscal
year, balance sheets, statements of income, and retained eamnings for the period ended and a statement of changes in the financial
position, all in reasonable detail, and all prepared in accordance with GAAP consistently applied.

Notice of Litigation: Promptly after the receipt by the Borrower, or by any Guarantor of which Borrower has knowledge, of notice or
complaint of-any action, suit, and proceeding before any court or administrative agency of any type which, if determined adversely,
could have a material adverse effect on the financial condition, properties, or operations of the Borrower or Guarantor, as appropriate.
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. Tax Returns: As soon as available each year, complete copies (including all schedules) of all state and federal tax returns filed by’

Borrower. . :

‘Notice of Default: Promptly upon discovery or knowledge thereof, notice of the existence of any event of default under this Agreement
or any other Loan Documents. . : i
Other Information: Such other irformation as the Bank may from time to time reasonably request.

3.09. Deposit Accounts. Maintain substantially all of its demand deposit/operating accounts with the Bank.

3.10. Affirmative Covenants from other Loan Documents. All affirmative covenants contained in any Mortgage, Security Agreement,
Assignment of Leases and Rents, or other security document executed by the Borrower which are described in paragraph 2 hereof are
hereby incorporated by reference herein. ’ . :

Section 4 Guarantor(s) Covenants

Each Guarantor covenants and agrees that from the date hereof and until payment in full of all indebtedness and performance of all obligations owed
under the Loan Documents, Guarantor shall: . ' :
4.01. Maintain Existence and Current Legal Form of Business. If Guarantor is a corporation, partnership, limited partnership, limited liability
partnership or limited liability company, (a) maintain its existence and good standing in the state of its incorporation or organization, (b) maintain its
current legal form of business as shown on the guaranty agreement provided by Guarantor to Bank in connection with the Loan, and (c) without the
Bank’s prior written consent, change Guarantor’s name, or enter into any merger, consolidation, reorganization or exchange of stock, ownership
interests or assets, and (d) as applicable, qualify and remain qualified as-a foreign corporation, general partnership, limited partnership, limited
libility partnership or limited liability company in each jurisdiction in which such qualification is required.
4.02 Maintain Properties. Not, without the prior written consent of Bank, sell, transfer or otherwisc dispos of all or substantially all of Guarantor’s
properties (tangible and intangible), except in the ordinary course of business.
4.03.Comply With Laws. Comply in all respects with all applicable laws, rules, regulations, and orders including, without limitation, paying before
the delinquency of all taxes, assessments, and governmental charges imposed or assessed upon Guarantor or upon Guarantor's property, and all
Environmental Laws. o .
4.04. Reporting Requirements. Fumish to the Bank: .
Annual Financial Statement(s): If Guarantor is an individual, a personal financial statement promptly after the anniversary date of the Loan,
on form provided by the Bank and in such reasonable detail as the Bank may require; or, if Guarantor is a corporation, general partnership,
limited partnership, limited liability partership or limited liability company, as soon as available and not more than 120 (one hundred and

twenty) days after the end of each fiscal year of Guarantor, bal sheets, ts of i , and retained earnings for the period ended
. and a statement of changes in financial position, on form(s) to be provided by the Bank, all in reasonable detail, and all prepared in accordance
. 'with GAAP consistently applied. .

Notice of Litigation: Promptly after the receipt by Guarantor, or by Borrower of which Guarantor has knowledge, of notice of any action,
suit, and proceeding before any court or governmental agency of any type which, if determined adversely, could have a material adverse effect
on the financial condition, properties, or operations of the G or or Borrower, as appropriate.
4.05.Transfer of Ownership. Not, without the prior written conseat of the- Bank: If Guarantor is a corporation, (a) issue, transfer or sell any new
class of stock, or (b) issue, transfer or sell, in the aggregate, from its treasury stock and/or currently authorized but unissued shares of any class of
stock, more than 10% of the total number of all such issued and outstanding shares as of the date of this Agreement; or, if Borrower is a general
partnership, limited partnership, limited liability partnership or limited liability company, issue, transfer or sell any interest in Borrower.
4.06.Tax Returns: As soon as available cach year, furnish complete copies (including all schedules) of all state and federal tax returns filed by
Guarantor, o .

4.07.Other Information: Furnish such other information as the Bank may from time to time reasonably request..

Section 5 Financial Covenants

The Borrower covenants and agrees that from the date hereof until payment in full of all indebtedness ang the performance of all obligations under
the Loan Documents, the Borrower shall at all times maintain the following financial covenants and ratios all in accordance with GAAP unless
otherwise specified: :

3.01.Debt Service Coverage. Borrower must maintain a Debt Service Coverage ratio of at least 1.20. , '

5.02.Advances Procéeds from the loan designated for improvements shall only be advanced after the Borrower has obtained approval for the rate
increase from the Public Service Commission, that will allow the Borrower’s income to support the debt at the required coverage rate (1.20) as stated
above in section 5.01.

Section 6 Negative Covenants

The Borrower covenants and agrees that from the date hereof and until payment in full of all indebtedness and performance of ali obligations under
the Loan Documents, the Borrower shall not, without the prior written consent of the Bank: '
6.01. Liens. Create, incur, assume, or suffer to exist any lien upon or with respect to any of Borrower’s propertics, or the properties of any
‘ Pledgor securing payment of the Loan, now owned or hereafter acquired, except: .
(a) Liens and security interests in favor of the Bank; 3 -
(b) Liens for taxes not yet due and payable or otherwise being contested in good faith and for which appropriate reserves are maintained;
(c) Other liens imposed by law not yet due and payable, or otherwise being contested in good faith and for which appropriate reserves are
maintained; -
(d) Liens on N/A securing an obligation to N/A not to exceed $ N/A, or described on Schedule ™ N/A * attached hereto;
(¢)  purchase money security interests on any property hereafter acquired, provided that such lien shall attach only to the property
' uired. -
6.02. Deb:cgreate, incur, assume, or suffer to exist any debt, except:
(a)  Debt to the Bank; . - .
()  Debt outstanding on the date hereof and shown on the most recent financial statements submitted to the Bank;
(c)  Accounts payable to trade creditors incurred in the ordinary course of business; . .
(d)  Debt secured by purchasc money security interests as outlined above in Section 6.01 (e);
(¢)  Additional debt not to exceed $ N/A in the aggregate at any time.
6.03. Capital Expenditures. Expenditures for fixed assets in any fiscal year shall not exceed in the aggregate the sum of $ N/A. )
6.04. Change of Legal Form of Business; Purchase of Assets. Change Borrower’s name or the legal form of Borrower’s business as shown

above, whether by merger, consolidation, conversion or otherwise, and Borrower shall not purchase all or substantially all of the asscts
or business of any Person. . ’

6.05. Leases. Create, incur, assume, or suffer to exist any leases, except: )
(a) Leases outstanding on the date hereof and showing on the most recent financial statement submitted to the Bank;
(b) Operating Leases for machinery and equipment which do not in the aggregate require payments in excess of $ N/A in any fiscal year
of the Borrower. .
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6.06. Dividends or Distributions; Acquisition of Capital Stock or Other Ownership Interests. Declare or pay any dividends or
distributions of any kind, or purchase or redeem, retire, or otherwise acquire any of Borrower's capital stock or other ownership interests,
now or hereafter outstanding, in excess of $ N/A in any fiscal year of the Borrower.

6.07. Salaries. Salaries and any other cash compensation to owners/officers/partners/managers shall be limited as follows: N/A.

" 6.08. Guaranties. Assume, guarantee, endorse, or otherwise be or become directly or contingently liable for obligations of any Person, except
guaranties by endorsement of negotiable instruments for deposit or collection or similar transactions in the ordinary course of business.

6.09. Loans. Loars to directors, officers, partners, members, shareholders, subsidiaries and affiliates shall be limited as follows: N/A.

6.10. Disposition of Assets, Sell, lease, or otherwise dispose of any of its assets or properties except in the ordinary and usual course of its
business. :

6.11. Transfer of Ownership. If Borrower is a corporation, (a) issue, transfer or sell any new class of stock, or (b) issue, transfer or sell, in
the aggregate, from its treasury stock and/or currently authorized but ynissued shares of any class of stock, more than 10% of the total
number of all such issued and outstanding shares as of the date of ‘this Agreement. If Borrower is a general partnership, limited
partmership, limited liability partnership or limited liability company, issue, transfer or sell any interest in Borrower.

6.12. Negative Covenants from otlier Loan Documents. All negative covenants contained in any Deed of Trust, Security Agreement,
Assignment of Leases or Rents, or other security document executed by the Borrower which are described in paragraph 2 hereof are
hereby incorporated by reference herein. ° .

6.13. .

Section 7 Hazardous Materials and Compliance with Enyironmental Laws

7.01. Invebtigation. Borrower hereby certifies that it has exercised due diligence to ascertain whether its real property, including without
limitation the Mortgaged Property, is or has been affected by the presence of asbestos, oil, petroleum or other hydrocarbons, urea formaldehyde,
PCBs, hazardous or nuclear waste, toxic chemicals and substances, or other hazardous materials (collectively, “Hazardous Materials™), as
defined in applicable Environmental Laws. Bommower represents and warrants that there arc no such Hazardous Materials contaminating its real
property, nor have any such materials been released on or stored on or improperly disposed of on its-real property during its ownership,
occupancy or operation thercof. Borrower hereby agrees that, except in strict compliance with applicable Environmental Laws, it shall not
knowingly permit any release, storage or contamination as long as any indebtedness or obligations to Bank under the Loan Documents remains
unpaid or unfulfilled. In addition, Borrower does not have or use any underground storage tanks on any of its real property, including the
Mortgaged Property which are not registered with the appropriate Federal and/or State agencies and which are not properly equipped and
intained in accord with all Environmental Laws, If requested by Bank, Borrower shall provide Bank with all necessary and reasonable
assistance required . for purposes of determining the existence of Hazardous Materials on the Mortgaged Property, including allowing Bank
access to the Mortgaged Property, and access to Borrower's employees having knowledge of, and to files and records within Borrower's control
relating to the existence, storage, or release of Hazardous Materials on the Mortgaged Property. ’
7.02. Compliance. Borrower agrees to comply with all applicable Environmental Laws, including, without limitation, all those relating to-
Hazardous Materials. Borrower further agrees to provide Bank, and all appropriate Federal and State authoritics, with immediate notice in
writing of any release of Hazardous Materials on the Mortgaged Property and to pursue diligently to completion all appropriate and/or required
remedial action in the event of such release. : ’ . .
7.03. Remedial Action. Bank shall have the right, but not the obligation, to undertake all or any part of such remedial action in the event of a
relcase of Hazardous Materials on the Mortgaged Property and to add any expenditures so made to the principal indcbtedness secured by the
Mortgage. Borrower agrees to indemnify and hold Bank harmless from any and all loss or liability arising out of any violation of the
representations, covenants, and obligations contained in this Section 7, or resulting from the recording of the Mortgage.

Section 8 Events of Default

The following shall be “Events of Default” by Borrower or any Guarantor: )
8.01, The failure to make prompt payment of any installment of principal or interest on any of the Note(s) when due or payable.
8.02. Should any representation or warranty made in the Loan Documents prove to be false or misleading in any material respect.
8.03. Should any report, certificate, fi ial , or other dc fumnished prior to the execution of or pursuant to the terms of this
Agreement prove to be false or misleading in any material respect. . .
8.04. Shouid the Borrower, any Guarantor default on the performance of any other obligation of indebtedness when due or in the performance of
any obligation incurred in connection with money borrowed. . i : ’
8.05. Should the Borrower, any Guarantor or any Pledgor breach any covenant, condition, or agreement made under any of the Loan
Documents.
8.06. Should a custodian be appointed for or take possession of any or all of the assets of the Borrower or any Guarantor, or should the Borrower
or any Guarantor either voluntarily or involuntarily become subject to any insolvency proceeding, including becoming a debtor under the United
States Bankruptcy Code, any proceeding to dissolve the Borrower or any Guarantor, any proceeding to have a reseiver appointed, or should the
Borrower or any Guarantor make an assignment for the benefit of creditors, or should there be an attachment, execution, or other judicial seizure
of all or any portion of the Borrower's or any Guarantor's assets, including an action or proceeding to seize any funds on deposit with the Bank,
and such seizure is not discharged within 30 days. ) :
8.07. Should final judgment for the payment of money be rendered against the Borrower or any Guarantor which is not covered by insurance
and shall remain undischarged for a period of 30 days unless such judgment or execution thereon be cffectively stayed. .
8.08. Upon the death of, or termination of existence of, or dissolution of, any Bomrower, Pledgor or Guarantor.
8.09. Should the Bank in good faith deem itself, its liens and security interests, if any, or any debt thereunder unsafe or insecure, or should the
Bank believe in good faith that the prospect of payment of any debt or other performance by the Borrower or any Guarantor is impaired.
8.10. Should any lien or security interest granted to Bank to secure payment of the Note(s) terminate, fail for any reason to have the priority

agreed to by Bank on the date granted, or become unperfected or invalid for any reason.
8.11. :

Section 9 Remedies Upon Default

Upon the occusrence of any of the above listed Events of Default, the Bank may at any time thereafier, at its option, take any or all of the following
actions, at the same or at different times: . ' L
9.01. Declare the balance(s) of the Note(s) to be immediately due and payable, both as to principal and interest, without presentment, demand,
protest, or notice of any kind, all of which are hereby cxpressly waived by Borrower and, each Guarantor, and such balance(s) shall accrue
interest at the Default Rate as provided herein until paid in full; '
9.02. Require the Borrower or Guarantor(s) to pledge additional collateral to the Bank from the Borrower's or any Guarantor's assets and
properties, the acceptability and sufficiency of such collateral to be determined in the Bank’s sole discretion; .
9.03. Take immediate possession of and foreclose upon any or all collateral which may be granted to the Bank as security for the indebtedness

and obligations of Borrower or any Guarantor under the Loan Documents;

9.04. Exercise any and all other rights and remedies available to the Bank under the terms of the Loan Documents and ipplicablc law, including
the South Carolina Uniform Commercial Code; ’
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9.05. Any obligation of the Bank to advance funds to the Borrower or any other Person under the terms of under the Note(s) and all other

obligations, if any, of the Bank under the Loan Documents shall immediately cease and terminate unless and until Bank shall reinstate such .

obligation in writing.

Section 10 Miscellaneous Provisions

10.01. Definitions. :

" Availability" shall mean the lesser of (i) $§ N/A or (i) the Collateral Loan Value shown on the Loan Base Report furnished by Borrower to
Bank on or before the N/A day of each N/A as long as this Agreement shall remain in force. The percentages of acceptable collateral, as defined
by Bank, which will be used to determine the Collateral Loan Value, shall be the following (unless otherwise set forth in Schedule DD and/or

DD-IFA hereto): Eligible Inventory - N/A %; Eligible Accounts - N/A %; Insured Foreign Accounts — N/A %.

"Default Rate" shail mean 2 rate of interest equal to Bank's Prime Rate plus five percent (5%) per annum (not to exceed the legal
maximum rate) from and after the date of an Event of Defauit hereunder which shall apply, in the Bank's sole discretion, to all sums owing,
including principal and interest, on such date. .

" "Environmental Laws" shall mean all federal and state laws and regulations which affect or may affect the Mortgaged Property,
including without limitation the Comprehensive Environmental Response, Compensation, and Liability Act(42 U.S.C. Sections 9601 et seq.),

the Resource Conservation and Recovery Act (42 U.S.C. Sections 690] et seq.), the Federal Water Pollution Control Act (33 U.S.C. Sections -

1251 et seq.), the Clean Air Act (42 U.S.C. Section 7401 et seq.), the Toxic Substances Control Act (15 U.S.C. Section 2601 et seq.), the
Pollution Control'Act (1976 S.C Code 48-1-10 et seq.), the Erosion and Sediment Reduction Act of 1983 (1976 S.C. Code 48-18-10 et seq.), the
South Carolina Mining Act (1976 S.C. Code 48-19-10 et seq.), as such laws or regulations hiave been amended or may be amended.

"Loan Documents" shall mean this Agreement including any schedule attached hereto, the Note(s), the Deed(s) of Trust, the Mortgage(s),
the Security Agreement(s), the Assignment(s) of Leases and Rents, all UCC Financing Statements, the Guaranty Agreement(s), and all other
documents, certificates, and instruments_executed in connection therewith, and all ‘renewals, extensions, modifications, substitutions, and
replacements thereto and therefore. )

""Person" shall mean an individual, partnership, corporation, trust, unincorporated organization, limited liability company, limited liability
partnership, association, joint venture, or a government agency or political subdivision thereof. :

"GAAP" shall mean gencrally accepted accounting principles as established by the Financial Accounting Standards Board or the
American Institute of Certified Public Accountants, as amended and supplemented from time to time, .

"Prime Rate" shall mean the rate of interest per annum announced by the Bank from time to time and adopted as its Prime Rate, which is
one of several rate indexes employed by the Bank when extending credit, and may not necessarily be the Bank's lowest lending rate.

10.02. Non-impairment. If any one or more provisions contained in the Loan Documents shall be held invalid, illegal, or unienforceable in any
respect, the validity, legality, and enforceability of the remaining provisions contained therein shall not in any way be affected or impaired
thereby and shall otherwise rerain in full force and cffect, .

10.03. Applicable Law. The Loan Documents shall be construed in accordance with and governed by the laws of the State of South Carolina.
10.04. Waiver. Neither the failure or any delay on the part of the Bank in excicising any right, power or privilege granted in the Loan
Documents shall operate as a waiver thereof, nor shall any single or partial exercise thereof preclude any other or further exercise of any other
right, power, or privilege which may be provided by law. . )

10.05. Modification. No modification, amendment, or waiver of any provision of any of the Loan Documents shall be effective unless in
writing and signed by the Borrower and Bank. : :

.10.06. Payment Amount Adjustment. In the event that any Loan(s) referenced herein has a variable (floating) interest rate and the interest rate

increases, Bank, at its sole discretion, may at any time adjust the Borrower's payment amount(s) to prevent the amount of interest accrued in a
given period to exceed the periodic payment amount or to cause the Loan(s) to be repaid within the same period of time as originally agreed
upon. . :

10.07 Stamps and Fees. The Borrower shall pay all federal or state Stamps, taxes,-or other fees or charges, if any are payable or-are determined
to be payable by reason of the execution, delivery, or issuance of the Loan Documents or any security granted to the Bank; and the Borrower
and Guarantor agree to indemnify and hold harmless the Bank against any and all liability in respect thereof, )

10.08. Attorneys’ Fees. In the event the Borrower or any Pledgor or Guarantor shall default in any of its obligations hereunder and the Bank
believes it necessary to employ an attorney to assist in the enforcement or collection of the indebtedness of the Borrower to the Bank, to enforce
the terms and-provisions of the Loan Documents, to modify the Loan Documents, or in the event the Bank voluntarily or otherwise should
become a party to any suit or legal proceeding (including a proceeding conducted under the Bankruptcy Code), the Borrower and Guarantors
agree to pay the reasonable attorneys® fees of the Bank and all related costs of collection or enforcement that may be incurred by the Bank. The
Borrower and Guarantor shall be liable for such attomeys’ fees and costs whether or not any suit or proceeding is actually commenced.

10.09. Bank Making Required Payments. In the event Borrower shall fail to maintain insurance, pay taxes or assessments, costs and expenses
which Borrower is, under any of the terms hereof or of any Loan Documents, required to pay, or fail to keep any of the properties and assets
constituting collateral free from new security interests, licns, or encumbrances, except as permitted hercin, Bank may at its election make
expenditures for any or all such purposes and the amounts expended together with interest thereon at the Default Rate, shall become
immediately due and payable to Bank, and shall have benefit of and be secured by the collateral; provided, however; the Bank shall be under no
duty or obligation to make any such payments or expenditures. : ] )

10.10. Right of Offset. Any indebtedness owing from Bank to Borrower may be set off and applied by Bank on any indebtedness or liability of
Borrower to Bank, at any time and from time to time after maturity, whether by acceleration or otherwise, and without demand or notice to
Bomower. Bank may sell participations in or make assignments of any Loan made under this Agreement, and Borrower agrees that any such
participant or assignee shall have the same right of setoff as is granted to the Bank herein.

10.11. UCC Authorization. Borrower authorizes Bank to file such UCC Financing Statements describing the collateral in any location deemed
necessary and appropriate by Bank. .

10.12. Modification and Renewal Fees. Bank may, at its option, charge any fees for modification, renewal; extension, or amendment of any
terms of the Note(s) permitted by law. N : . : )

10.13. Conflicting Provisions. If provisions of this Agreement shall conflict with any terms or provisions of any of the Note(s) or Security
Agreement(s), the provisions of such Note(s) or Security Agreement(s), as appropriate, shall take priority over any provisions in this Agreement.
10.14. Notices. Any notice permitted or required by the provisions of this Agreemient shall be deemed to have been given when delivered in
writing to the City Executive or any Vice President of the Bank at its offices in Lexington, South Carolina, and to the President of the Borrower
at its offices in Lexington, South Carolina when sent by certified mail and return receipt requested, -

10.15. Consent to Jurisdiction. Borrower hereby imevocably agrees that any legal action or proceeding arising out of or relating to this
Agreement may be institutcd in the Superior Court in Greenville County, South Carolina, or the United States District Court for South Carolina
Greenville Division, or in such other appropriate court and venue as Bank may choose in its sole discretion. Borrower consents to the
Jurisdiction of such courts and waives any objection relating to the basis for personal or in rem jurisdiction or to venue which Borrower may
now or hereafter have in any such legal action or proceedings. '

10.16. Counterparts. This Agreement may be executed by one or more parties on any number of separate counterparts and all of such
counterparts taken together shall be deemed to constitute one and the same instrument,

10.17. Eatire Agr t. The Loan D body the entire agreement between Borrower and Bank with respect to the Loans, and there

are no oral or parol agreements existing between Bank and Borrower with respect to thé Loans which are not expressly set forth in the Loan

Documents,
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SIGNATURE PAGE

IN WITNESS WHEREOF, the Bank, Borrower nnd Guarantor(s) have caused this Agreement to be duly cxecuted under seal all as of the datc first
above written.

Borrower is a Corporation:

Borrower's Name
/]dlmds UuhtW
Keith Pamell
Title: President .
By Faidan R R
Charles K. Parnell
Title: Vice-President

Additional Co-Borrowers or Gunrnntors

T4 e Dt

ML e a (SEAL)
/ ..‘/{mmm m&mmkw (SEAL)

Inc?elth Panal § [
/'/"’_3{'“‘7"’” SR ey

A "B Qa1 (SEAL) -

Charles K. Pameil

BRANCH BANKING AND TRUST COMPANY

OF SOUTI;A»L{N Z /

Eric Jewell
Title: Banking Officer
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Address: MAS_'LMA]NSTREET M —
LEXINGTON. SC 29072-0000 - of South Carolina pats:
4 - . PROMISSORY NOTE -

‘ORROWER(S) REPRESENTS HEREWITH THAT THE LOAN EVIDENCED HEREBY IS BEING OBTAINED FOR BUSINESS/COMMERCIAL PURPOSES.
or value received, the undersigned, jointly and severally; if more than one, promises to ‘pay to BRANCH BANKING AND TRUST COMPANY OF
SOUTH CAROLINA, a South Carolina banking corporation (the *Bank®), or order, at said bank at any of its offices in the above referenced city {or
such other piace or places that may be hereafter designated by Bank), the sum of

© _TWO i ] 00/100
' ) . . Dollars {$ . 2.021,400.00 ' ), in immediately available coin or currency
of the United States of America. lz] Borrower shall pay a prepayment penalty as set forth in the Prepayment Penalty Addendum attached hereto,

. Interest shall accrue from the date h f on the ld bal: outstanding from time to time at the:
D Fixed rate of % per ’ .
E Varlable raté of the Bank’s Prime Rate plus _0,400 %.per annum to be adjusted - Daily as the Bank’s

Prime Rate changes. If checked here . the ]marest rate will not exceed a(n) E fixed |:] average maximum rate of Y % or
a floating maximum rate of the greater of -__ % or the Bank’s Prime Rate; and the interest rate wili not decrease 'Below a fixed
minimum rate of 4.650___ %. I an average maximum.rate is specified, a determination of any required reimbursement of interest by Bank
will be made: [__] when Noto is repaid in full by Borrower ] annually beginning on B : - -
Fixed rate of . % per annum through : which automatically converts on
) to a variable rate equal to the Bank’s Prime Rate plus % per snnum which shall be adjusted
as such Prime Rate changes. .

T

)

Principal and interest is.payable as follows

Principal (plus any accrued interest not otherwise scheduled herein) . |
N X ] - % I8 due in full at maturity on
Principal plus accrued interest

Payadble in consecutive Monthly installments of - Priﬁcipal . : . )
. [X] Principal and Interest f S°™™Me"CINg o0 _11/15/2005

. and continued on the same day of each calendar period thereafter, in 4] equal payments of § 16.335.00 , with one final payment of
all remaining principal and accrued interest due on .

D Choiceline Payment Option: 2% of o ding balance is payable:monthly commencing on
and continuing on the same day of each calendar period thereafter,

[X] Accrued interest is payable . cing on_May 15, 2004 and continuing on the same day of
) each calendar period thereafter, with one final payment of all remaining interest due on _October 15, 2005 .

‘-r_—] Bank reserves the right in its sole discretion to adjust the fixed ‘payment dua hereunder

with one ﬁn_al paymeni of all remainir'\g principal and accrued interest due

on
and continuing on the same day of each calendsr period thereafter, in order to maintain an .
months from the date of this .Nota. Borrower understands the payment may increase If

amortization period of no more than
interest rates increase.

[:’ . Prior to an event of default, Borrower may borrow, repay, and reborrow hereunder pursuant to ‘the terms of the L'oan Agreement, hereinafter
defined. . . . ’

Q.

[:] Borrower hereby authorizes Bank to automaticall
this Note on the date(s) due.

ly debit from its demand, deposit, or savings acdount(s) with Bank, any payment(s) due under

The undersigned shall pay to Bank a iate fee in the amount of five percent {(6§%) of any instaliment past due for fifteen (15) or more

days. When any installment payment Is past due for fifteen {15) or more days, subsequent payments shall first be applied to the past due
balance. In addition, the undersigned shall pay to Bank a retumed payment fee if the undersigned or any other obligor hereon makes any
payment at-any time by check pr other instrument, or by any electronic means, which Is retumed to Bank because of nonpayment due to
nonsufficient funds. Lo . : . . o )
) Ali interest shail be computed and charged for the actual number of days elapsed on the basis of a year consisting of three hundred
sixty (360) days. In the event periodic accruals of interest shall exceed any periodic fixed payment amount described above, the fixed
payment amount shall be ‘immediately increased, or additional supplemental interest payments required on the same periodic basis as
Gclﬁed above (increased fixed payments or supplemental payments to be determined in the Bank’s sole discretion), in such amounts and

uch times as shall be necessary to pay all accruals of interest for the period and ali accruals of unpald interest from previous periods.

ch adjustments to the fixed payment amount or supplemental payments shall remain in effect for so-long as the interest accruals shalit
exceed the original fixed payment amount and shall be further-adjusted upward or downward to reflect changes in the variable interest rate;
provided that unless elected otherwise above, the fixed payment amount shall not be reduced below the original fixed payment amount.
However, Bank shall have the right, in its sole discretion, to lower the fixed payment amount below the original payment amiount.
This Nots is given by the undersigned in connection with the following agreements (if any} between the undersigned and the Bank:

Mortgage(s) / Deed of Trust(s) granted in favor of Bank as rﬁortgagee / beneficiary:

[x] dated 04082004 . in the maximum principal of ¢ 2.021.400.00
granted by BUSH RIVER UTILITIES, INC : :
@ dated 04/08/2004 .___in the maximum principal amount of $ 2.021.400.00

granted by MIDLANDS UTILITY. INC

ACCOUNT# /NOTE# - ' o .

1472SC 0303 Page 1 of 4



Sacunty Agreemem(:) granﬂng a ucuritv lmerelt to Bank

S e

given Y nmmmm_mmcz.mc_____

given by KEITH G PARNELL
D Securities Account Pledge and Security Agreement dated _ - - -, executed by
D Controt Agresment(s) dated i i : covering Dpeposit Accountis) D Investment Property.

Dmm of Credit Rights |:| Electronic Chattel Paper

l__j Assignment of Certificate of Deposit, Swurnf Agreement, and Power of Attornay {for Certificated Certificates of Deposit) dated.

. d by
jD Piedge and Security Agreement for-Publicly Traded Certificated Securities dated -_ . ot . : executed
by B : '
x] Assignment of Life Insurance Policy as Collateral dsted _04/08/2004 . , exscuted by

KEITH G PARN’FI 1.

.

m Loan Agreement datad__mlﬂm__ executed by Borrower and [X ] Guarantor(s)

All of the terms, condiﬂoﬁs and covenants of the above described ag (the "Agr ") are expressly made a part of this promissory
note (the "Note®) by reference in the same manner and with the same effect as if set forth herein at length and any hoider of this Note is entitled
to the benefits of and remedies provided in the Agreements and any other agr by and be the undersigned and the Bank.’

No délay or omission on the part of the ‘holder in exercising iny rigrlt hereunder shall operate as a waiver of such right or of any other

right ‘of such holder, nor shall any delay, omission or waiver on any one occasion be deemed a bar to or waiver of the same or of any’

. other right on any future occasion. Every one of the_ undersigned and every endorser or guarantor of this Note regardless of the time,
order or.place of signing waives presentment, ‘demand, protest and notices of every kind anq assents to any one or more extensions or
postponements of the time of payment or any other indulgences, to any substitutions, exchanges or releases of collateral if at any time

there be availgble to the holder collateral for this Noteé, and to. the additions or releases of any other parties or persons primarily or
secondarily liable. .

The faiiure to pay ahy part of the principal or interest when due on this Note or to f;rlly perform any covenant; -obligation- or warranty
on this or on any other liability to the Bank by any affiliate (as defined in 11USC Section {101} (2)), or by any guarantor or surety of this

Note {said affiliate, guarantor, and surety are herein called "Obligor™); or if -any financial statement or other representation made to the-

Bank by any of the undersigned or.any Obiigor shail be found to be materially incorrect or incomplete; or in the event the default
pursuant to any of the Agreements or any other obllgaﬁon of any of the undersigned or any Obligor in favor of the Bank; or in the event
the Bank demands that the undorsrgned secure or provide additional security for its obligations under this Note and security deemed
adequate and sufficient by the Bank is not given when demanded; or in the event one or more’of the’ undersigned or any Obligor shall
die, terminate its existence, allow the appointment of a receiver for any part of its property, make -an assignment for the benefit of
creditors, or where a proceeding under bankruptcy' or insolvency laws is initiated by or against any of the undersigned or any Obligor; or
in the event the Bank should otherwise deem itself, its security interest, or any collateral fe .or ir e; or should the Bank in good
faith believe that the prospect of payment or other performance is impaired; or if there is an attachment, execution, or other judicial
-seizure of all or any portion of the Borrower’s or any Obligor's assets, including an action or proceeding to seize any funds on deposit
with the Bank, and such seizure is not discharged within 20 days; or if final judgment for the payment of money shall be rendered
against the Borrower. or any Obligor which is not covered by insurance and shall remain undrscharged for a period of 30 days unless
such judgment or execution thereon is effectively stayed; or the termination of any guaranty agreement given in connection with this
Note, then any one of the same shall be amatadal_ default hereunder and-this Note and other debts due the Bank by any one or more of
undersigned shall immediately become due and payable without notice, at the option of the Bank. From and after .any.event of default
hereunder, Interest shall accrue on the sum of the principal baiance and accrued Interest then outstanding at the variable rate equal to the
Bank’s Prime Rate plus 5% per annum ("Defauit Rate"), provided. that such rate shall not exceed at ahy time the highest rate of interest
permitted by the laws of the State of South Carolina; and further provided that such rate shall apply after judgement. In the event of any
default, the then remaining unpaid pnnclpal amount and accrued but unpaid interest then eutstaniding shall bear mterest at the Defauit
Rate cailed for hereunder until such principal and interest have been paid in full. In addition, upon default, the Bank may pursue its full
Iegal remedies at law or equity, and the balance due hereunder may be charged against any obligation of the Bank to any party, including

any Obllgor Bank shall not be obligated to nccept any check, money order, or other pay ti rked "pay tin full” on
any disputed 1t due h der, and.Bank expressly reserves the right to reject all such paym-m instruments. Borrower agrees ‘hat
-tender of its check or other pay instr 1t S0

rked will not satisfy or discharge its obligation under_this Note, dlsputed or
otherwise, even if such check or payment lmtrument is lnadvenently p sed by Bank unless in facr such payment is in fact sufficient
to pay the smount due hereunder .
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OI Soutn Larolin:

EXHIBIT DMH-9

| PROMISSORY NOTE SIGNATURE FAGE PAGE 16 OF 19
Borrower: MEDLANDS UTILITY, INC — : L . . .
Account Number: 9521421107 L _ ) B " " Note Number:__00001

te Amount: § 2,021,400.00 ' ' ) )

Date: _04/08/2004

[

Notice of Right to Copy of Appraissl: If a 1-4 family residential dwelling is pledged as collateral for this Note, you, the undersigned, have a right to
a copy of the real estate appraisal report used in connection with your application for credit. !f you wish to receive a copy, please notify in writing
the branch office where you applied for credit. You must forward your request to the Bank no later than 90 days after the date 9_1 this Note. In
your request letter, please provide your name, mailing address, appraised property address, the date of this Note, and the- Account and Note
Numbers shown on the front of this Note. : .. . . . .

Walver of Appraisal Rights. The laws of South Carallna provide that in any real estate foreclosure proceeding a defendant against whom a personal
judgment is taken or asked may within thirty days after the sale of the mortgaged property apply to the court for an order of appraisal. The
stetutory sppraisel velue as approved. by the court would be substituted for the high bid and may decrease the amount of any deficiency owing in
connection with the transaction. TO THE FULLEST EXTENT PERMITTED BY LAW AND AS A MATERIAL INDUCEMENT FOR LENDER TO MAKE
THE LOAN, MORTGAGOR HEREBY WAIVES AND RELINQUISHES THE STATUTORY APPRAISAL RIGHTS WHICH MEANS THE HIGH BID AT THE
JUDICIAL FORECLOSURE SALE WILL BE APPLIED TO THE DEBT REGARDLESS OF ANY APPRAISED VALUE OF THE MORTGAGED PROPERTY.

' .. b . .
IN WITNESS WHEREOF, the undersigned, on the day and year first written above, has caused this note to be exacuted under seal.

.e S If Borrower is'a Gorporation:

: * . ) o E OF CO| ON .

'@ , o By: '//_‘/‘-‘fwé, - [ President .

‘ NS . . . . B
WN ’ ’ By: W KQW Vic:e ._President :
\/ ) BUSH RIVER UTILITIES, INC, ’
' E OF COl ON

. By: /Z,".}[m [~ ';W-/(‘lésidant _

By: M F_Q”V“Qﬂ}ice President

WITNESS:

WITNESS:

DEVELOPMENT SERVICE; INC..

— ==\ 7 - By:'JJ’Z'NaE?FCMsident g
| (6’7_@;@/@\ '  By: randan— K(waiqe“l’resi.dent

WITNESS: *

If Borrower is a Partnership, Limited L}abllity Company, or Limited Liability Partnership:

WITNESS: - » ’ — NAME OF PARTNERSHIP, LLC, OR LLP ~
. By: {SEAL)
S _ ] E GENERAL PARTNER OR MANAGER
‘ ' - By: . (SEAL)-
. - GENERAL PARTNER OR MANAGER
By g __(SEAL)
- 'GENERAL PARTNER OR MANAGER

" I Borrower is an Individual:

WITNESS:
- {SEAL) o+
Additional Co-makers;
WITNESS: a
(SEAL)
(SEAL)
_{SEAL)
_(SEAL)

14725¢€ 030




The term "Prime Rate,” if used herein, means the rate of interest per annum announced by the Bank from time to time and
adoptad as its Prime Rate. The Prime Rate is one of several rate indexes employed by the Bank when extendlng credit. Any change in
’ the interest rate ‘resulting from a change in the Bank’s Prime Rate shall become effectwe as of the opening of business on the
offective date of the change. If this Note is placed with an attorney - for collection, the undersigned agrees to pay, in addition 10

principal and interest, all costs of collectlon, |nclud|ng reasonable attomeys' fees which the underslgned agrees shall be equal to 15%
‘of the principal and interest outstand‘ ing at the time of acceleratlon or other actlon by Lender to collect the sums due hereunder,

unless the actual attornays’ fees incurred, based upon Bank's counsel’s normal hourly fees chargeable to Bank, shall be greater than
16% of principal and interest, in which case such bilied amount based on such hourly rate shall be the attorneys fee payable
hereunder Al obligations of the undersigned and of ‘any Obllgor shall bind his heirs, executors, administrators, successors, and/or
assigns. Use of the masculine pronoun’ herein shell include the feminine and the rieuter, .and also the plursl. If more than one party
shall execute thls Note, the term “undersigned” as used herein shall mean all the parties signing this Note and each of them, and all
such parties shail be jointiy and severally obiigated herounder Whenever possible, each provision of this Note shall be interpreted in

such a manner to be effective and valid under apphcable law, but if any provision of th:s Note shall be prohibited by or Invaiid under
‘such law, such provision shall be ineffective ‘but only 10 the extent of such prohibition or mvahdm/, without invalidating the remainder
of such provlsnon or the remalning provisions of this Note. All of the underslgned hereby waive all exemptions and homestead laws.
The proceeds of the loan evidenced by this Note may be paid to any one or more of the undersigned. No waivers and modlflcatlons
shall be valid unless in writing and signed by the Bank. In case of conflict between the terms of this Note and the Loan Agreement or
Commitment Letter issued in connection herewith; the priority of controlling terms shall be first this Note, then the Loan Agreement,
and then the Comritment Letter, This Note shali'be geverned by-and construed in accordance with the laws of South Carolina.

T

CREDIT LIFE AND DISABILITY INSURANCE

- Subject to certain undérwriting criteria and limitations, INDIVIDUAL BORROWERS AND ADDITIONAL CO-MAKERS HAVE THE RIGHT TO HEQUEST
CREDIT LIFE AND DISABILITY INSURANCE PROTECTION FOR THIS LOAN. One or two Borrowerleo-rnekers may be covered by BB&T Credit Life
R and one Bor /Co-maker may be covered by BB&T Credit Disability | 8. Hi , the purch of credit life end credlt dlnbnlny
lnsurence from the Bank is not a condlﬁon of obtelnlng this loan. .

I, the undersigned, desire the credit insurance with the cost and terms described beiow and promise to pay the premium of such
insurance coverage. | understend thetl may, cancel this credit insurance at any time. | represent that, to the best of my knowledge, 1 am
- in good heaith &nd ami |nsureble.

D Product | : Complete the following: D Fidefity Security insurance Company Flex Plan {Complete separate application)
CREDIT LIFE INSURANCE - Etfoctive Date  TerminMos,  AmountFinanced Interest Rate  Credit Life Premium
’ Single Level = . . t
Joint Decreasung g $ - $
CREDIT pisABILTY INSUHANCE © . +."* Monthly Benefit Amount Credit Disability Premium
‘Effective Date and Terms in Mos. ) : to : . :
Same as Credit Life insurance Above 3 ' . $-

Credit Disability lnsurance ne sub]ect to a 14-day elimination period and a 60-month maximum benefit penod Only the Borrower or
Co-Maker .who signs the first line under 'Slgnature(e) of Insured" is covered by Credit. Disability Insurénce.

Date.of Birth ) o Signature(s) of Insured ‘“Total Credit Life and Disability
' - . K Insurance Premium

Signature of Primary Insured

Signature of Secondary Insured

(SIGNATURES ON FOLLOWING PAGE)
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T ... ATTACHMENT TO Bl

Nc¢

Attachment of BB&T Promissory Note dated __04/08/2004 _in the amount of _ﬂwm_between Branch Banking & Trust Company of South
rolina as Bank, and MIDLANDS UTH-ITY NC BUSH RIVER UTlLlTIES INC and DEVELOPMENT SERVICE INC , as Borrower.

. . ‘. . o R
I.. Repayment tefms of this note are as follows:

.
il. Mortgage gm;lted in favor of Bank 2s beneficiary:

@ dated _(04/08/2004 in the maximum principal amount of § 2 021.400.00
granted by MIDLANDS UTILITY, INC - .
‘dated _(4/08/2004 . in the maximum principal amount of $ 2 021 .400.00
granted by _MIDLANDS UTILITY. INC i ' » _

- dated w : . in the maximum principal amount of § 2,021.400.00

‘ granted by ' BUSH RIVER UTILITIES INC - : . i
dated mm ln the maximum principal amount of $ 2 021.400.00
granted by MIDLANDS UTILITY.INC~_ ~" :
dated . . in the maximum principal amount of § -
granted by :

lit. Security Agreemem(s) conveying a security interest in favor of Bank

[x] dated M;/zoo«s ' : given by _CHARLES K PARNELL

(] detsd_o082004 __© given by _BUSH RIVER UTILITIES. INC
(x] dated _o4/0872004 - given &Y DI ANDS UTILITY. INC
(X] deted 9410312004 ' aiven by _CHARLES K PARNELL
(] doted 0470872006 ___ aiven by_KEITH G PARNELL

V. Additional 'Ag.roamanu,’ Assignments, Pledges or other security instruments:

Assign of Life Insurance Policy dated 04/08/2004 for #3423867 executed

CHARLES K PARNELL

00 Ij: 0o '_D.D 12

= 'A Il [T —
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_ o . EXHIBIT DMH-9
IN WITNESS WHEREOF, the undersngned on the day and year first wrlt PAGE 19 OF 19

If Borrower isa Corporatlon

MIDLANDS UTLITY, INC
TNAM — —
By: //-”Z V/\/ (SEAL)
Title ) Presideng )
' U C - Title . Viée President

WIINESS: o o ﬁusn’ RIVER UTILITARS, INC.
. - I . NAMEOF W -

U ‘ N Title ) Presideqq L
/\\ @ A By &(Abdm/ K’(QMQM sEAD)
Title . : Vice ‘Pr.esident .

WITNESS: - m - N . DEVELOPMENT SERVICE, INC.
. . - ) NAME OF m
] Q — . By: LA T (SEAL)
. \J o " Title ' President. :
- 7 A __ By Mardor )(”“'QM _(SEAL)
U N \ .  Title . ~ Vice President .. .

"If Borrower is a Pannershlp, Limited Llablllty Company, or Limited Llablllty Partnership:

WITNESS‘
NAME OF PmNERsHlP, LLC, or LLP
By: CEERAL PARTNER DR WANAGER | CAL)
- By: ) ' GENERAL P ARTNER OF MANAGER (SEAIT,
- - - - By: ' T GENERALPARTNER OR WAAGER™ | EAL)
: if Borrower is an Individual : '
WITNESS: - :
. : }(SEAL}
Additional Co-makers
WITNESS: A _ ]
: ) i - - {SEAL) -
. - - . : _ —  _(SEAL)
: ' S S R S - (SEAL]

{SEAL) -




Schedule of Existing and Proposed
Rates and Charges for
Bush River Utilities, Inc.

I II
Existing Rate Rate During
$ Construction
5

Schedule of Residential Rates

Type of Residence

Single Family 18.00 23.06

Apartments (Per Unit) 17.10 2191

Schedule of Commercial Rates

Type of Establishment

Monthly Minimum Charge 18.00 23.06
Car Washes

Per Car 2.84 3.64
Churches 18.00 23.06
Factories

Each Employee (no showers) 84 1.08

Each Employee (with showers) 1.11 1.42

Each Employee (with kitchen 1.39 1.78

facilities)

Food Services Operations

Ordinary Restaurant (not 24 hrs.) 2.80 3.59

(per seat)
24 Hour Restaurant (per seat) 4.19 5.37
Curb Service (drive-in) 2.80 3.59
(per car space)
Fast-Food Restaurant (per car ~ 2.80 3.59
space)

Vending Machine Restaurant 1.67 2.14
Institutions

Per Resident 2.38 3.05

Exhibit 1, Page 1 of 3

Exhibit DMH-10
Page 1 of 3

m
Rate After

Construction

$

26.48
25.15

26.48

4.18
26.48
1.24

1.63
2.04

4.12

6.16
4.12

4.12

2.46

3.50



Bush River Utilities, Inc.

Rate Schedule
|
Existing Rate
$
Laundries
Self Service (per machine) 9.52
Mobile Homes
Per Person 2.38
Motels
Per Unit (no restaurant) 2.38
Nursing Homes
Per Bed (no laundry) 2.38
Per Bed (with laundry) 2.80
Offices
Per Person (no restaurant) .70
Picnic Parks
Average Attendance .84
Rest Homes
Per Bed (no laundry) 2.38
Per Bed (with laundry) 2.80
Schools
Per Person (no showers, gym, .56
cafeteria)
Per Person (with cafeteria, no .70
gym, showers)
Per Person (with cafeteria, gym, .84
showers)
Service Stations
Without Bay 19.66
First Bay (per bay) 27.98
Each Additional Bay 13.99

(per bay)

Exhibit DMH-10

Page 2 of 3
11 I
Rate During Rate After
Construction Construction
$ s
12.20 14.00
3.05 3.50
3.05 3.50
3.05 - 3.50
3.59 4.12
.90 1.03
1.08 1.24
3.05 3.50
3.59 4.12
72 .82
.90 1.03
1.08 1.24
25.19 28.92
35.85 41.16
17.92 20.58



Bush River Utilities, Inc.
Rate Schedule

Shopping Centers
Per 1,000 Square Ft.
Space

Swimming Pools
Per Person (with sanitary
facilities & showers)

Theaters
Drive-in — Stall
Indoor — Seat

I II
Existing Rate Rate During
$ Construction
$
5.60 7.17
.56 72
30 38
.30 38
Schedule of Tap Fees

Exhibit DMH-10

Page 3 of 3

I

Rate After

Construction

$

8.24

.82

A4
44

The “Water Pollution Control Division Guidelines for Unit Contributory Loadings of
Wastewater Treatment Facilities (1990)” are incorporated herein by reference. To determine tap
fees the following formula is used if the customers’ Bio-Chemical Oxygen Demand (BOD)
factor is greater than the BOD factor for a resident:

Total Volume (gpd) x Unit BOD of Customer/100gal. x $1,166

400 (gpd)

0.17 lbs.

If the customer’s BOD factor is less than the BOD factor of an equal volume of residential waste,
the following formula should be used:

Total Volume (gpd) x $1,166

400 (gpd)



BUSH RIVER UTILITIES, INC.

EFFECT OF PROPOSED RATES ON MONTHLY CUSTOMER BILL
FOR THE TEST YEAR ENDED DECEMBER 31, 2003

EXHIBIT DMH-11

Establishment Type Measurement Unit Present | Proposed Bill |Amount of|Percent Increase
Bill (Phase |) Increase

Single Family $18.00 $23.06 $5.06 28.11%
Apartments Per Unit $17.10 $21.91 $4.81 28.13%

Monthly Minimum Charge $18.00 $23.06
$5.06 28.11%
Car Washes Per Car $2.84 $3.64 $0.80 28.17%
Churches $18.00 $23.06 $5.06 28.11%

Factories Each Employee (no $0.84 $1.08
showers) $0.24 28.57%

Factories Each Employee (with $1.11 $1.42
showers) $0.31 27.93%

Factories Each Employee (with $1.39 $1.78
kitchen) $0.39 28.06%

Food Services Operations |Ordinary Restaurant (not $2.80 $3.59
24 hrs.) Per Seat $0.79 28.21%

Food Services Operations |24 Hour Restaurant (per $4.19 $5.37
seat) $1.18 28.16%

Food Services Operations |Curb Service (drive-in) $2.80 $3.59
Per car space $0.79 28.21%

Food Services Operations |Fast-Food Restaurant (per $2.80 $3.59
car space) $0.79 28.21%

Food Services Operations [Vending Machine $1.67 $2.14
Restaurant $0.47 28.14%
Institutions Per Resident $2.38 $3.05 $0.67 28.15%

Laundries Self Service (per machine) $9.52 $12.20
$2.68 28.15%
Mobile Homes Per Person $2.38 $3.05 $0.67 28.15%
Motels Per Unit (no restaurant) $2.38 $3.05 $0.67 28.15%
Nursing Homes Per Bed (no laundry) $2.38 $3.05 $0.67 28.15%
Nursing Homes Per Bed (with laundry) $2.80 $3.59 $0.79 28.21%

Offices Per Person (no $0.70 $0.90
restaurant) $0.20 28.57%
Picnic Parks Average Attendance $0.84 $1.08 $0.24 28.57%
Rest Homes Per Bed (no laundry) $2.38 $3.05 $0.67 28.15%
Rest Homes Per Bed (with laundry) $2.80 $3.59 $0.79 28.21%

Schools Per Person (no showers, $0.56 $0.72
ym, cafeteria) $0.16 28.57%

Schools Per Person (with cafeteria, $0.70 $0.90

no gym or showers)

$0.20 28.57%

Schools Per Person (with cafeteria, $0.84 $1.08
ym, showers) $0.24 28.57%
Service Stations Without Bay $19.66 $25.19 $5.53 28.13%
Service Stations First Bay (per bay) $27.98 $35.85 $7.87 28.13%

Service Stations Each Additional Bay (per $13.99 $17.92
bay) $3.93 28.09%
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BUSH RIVER UTILITIES, INC. EXHIBIT DMH-11
EFFECT OF PROPOSED RATES ON MONTHLY CUSTOMER BILL
FOR THE TEST YEAR ENDED DECEMBER 31, 2003

Establishment Type Measurement Unit Present | Proposed Bill |Amount of|Percent Increase
Bill (Phase l) Increase

Service Stations Per 1,000 Square Ft. $5.60 $7.17
Space $1.57 28.04%

Swimming Pools Per Person (with sanitary $0.56 $0.72

facilities & showers)

$0.16 28.57%
Theaters Drive-in — Stall $0.30 $0.38 $0.08 26.67%
Theaters Indoor — Seat $0.30 $0.38 $0.08 26.67%
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BUSH RIVER UTILITIES, INC. EXHIBIT DMH-12
ALTERNATE REVENUE REQUIREMENTS PAGE 1 OF 1
FOR TEST YEAR ENDING DECEMBER 31, 2003

Revenue
System Required After System Single Family = SFE Monthly
Revenue Alternates Type Increase Units (SFE) Charge
Operating Margin @ 11.00% Sewer $284,127.00 1314 $18.02
Operating Margin @ 15.00% Sewer $302,552.00 1314 $19.19
Operating Margin @ 20.00% Sewer $334,652.00 1314 $21.22

Operating Margin @ 22.65% Sewer $358,161.00 1314 $22.71



